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EDITORIAL COMMENT 


The Financial Risks of ** Successfal°’ War 


AR would be a profitable specu- 

lation to Germany and Japan 

could they hold on to all the 
spoils they have thus far been able to 
grab. Germany, has most of the Conti- 
nent of Europe, plus a large slice of 
Russian territory. Japan has the Dutch 
East Indies, the Philippines and no 
inconsiderable part of China. These 
gains, acquired by force and spoliation, 
are of immense value, or would be 
could they be retained and the enslaved 
populations made content with their lot. 
There are two reasons why no such 
financial profits can permanently ac- 
crue to the predatory powers: the 
United Nations will never assent to any 
such allocation of the world’s wealth 
resulting from force and robbery, nor 
will the enslaved populations ever be 
content with their unhappy lot. 


Attempts to keep in permanent sub- 
jugation the smaller and weaker na- 


tions by Germany and Japan are 
doomed to failure for another and 
higher reason than the two first named, 
and that is the moral sense of a large 
part of mankind and the desire to see 
freedom made the common possession 


of all. 


Before counting on the financial 
profit to be gained by their assault 
upon the rest of the world, Germany and 
Japan would have done well gravely 
to have considered the risk their colos- 


sal and unholy undertaking involved. 
They will not gain, but lose immensely 
by their spoliation program. Had both 
these nations, or either one of them, 
gone to war in defense of freedom of 
their invaded rights, history would 
have absolved them from the terrible 
responsibility they have incurred. By 
both nations, the war was undertaken 
for financial profit by looting other 
nations. The enterprise is bound to 
prove a financial fiasco of unprecedented 
proportions. 
® 


BANKS AND WAR FINANCING 


AR financing brings forward 

some developments in banking 

of an exceptional character. 
The drawing away from the great 
financial centers to the “country banks” 
of funds to be used in financing the 
manufacture of war materials puts a 
strain on the reserves of these centers. 
It was to alleviate this strain that the 
required reserves of member banks in 
New York and Chicago were reduced. 
There is, of course, another way in 
which the banks can find replenish- 
ment of their reserves, and that is by 
open-market buying of Government 
securities by the Federal Reserve, and 
this method may be employed almost 
or quite to the extent that circumstances 
may demand. 
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There is an influence in operation, 
and on a considerable scale, that acts 
to diminish bank reserves, and that is 
the hoarding of currency by the public. 
While banks were glad to be relieved 
of the payment of interest on their de- 
mand deposits, and permitted to pay 
but a normal rate on time deposits, this 
relief was not without some drawbacks. 
Perhaps there would be less hoarding 
of currency if the banks were still pay- 
ing interest on deposits. Holders of 
unneeded funds may reason that they 
might as well lock them up as to put 
them in a bank without interest. Their 
individual situation would be the same 
in either case, though the hoarding of 
gash is not in the general interest. As 
has been frequently pointed out in these 
pages, the hoarding of cash as a hedge 
against rising prices is altogether 
futile and worse. 


© 
HALTING THE RISE IN PRICES 
HILE Congress acted promptly 


in giving to the President the 
legislation he considered neces- 
sary to prevent a disastrous rise in 
prices, it is yet too early to determine 
the effectiveness of this legislation. But 
one thing is apparent, namely, that the 
price ceiling has shown a degree of 
elasticity not commonly attaching to 
this architectural structure. Probably 
elasticity is not the proper term, for 
that implies not only stretching, but the 
power to return to the original status. 
The price ceiling seems capable of mov- 
ing in but one direction, upwards. 
Prices of some commodities had 
risen to a considerable extent before 
the President’s recent message, as he 
himself pointed out, and the factors 
tending toward inflation had also been 
operative for some time. Whether these 
conditions had developed to an extent 
that would defeat the legislation re- 
ferred to, it is as yet too soon te decide. 
There are those who believe that once 
an inflationary movement gets under 
way its checking becomes difficult, if 
not impossible. Like the inebriate who 
takes a single drink is sure to end up 
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by becoming intoxicated. It is to be 
hoped that this view is not applicable 
to our price situation, and that the leg. 
islation will prove effective for its desig. 
nated purpose, the prevention of a 
serious degree of inflation of commod- 
ity prices. 
© 


WHO SHOULD BE PRODDED AND 
BY WHOM 


HEN Wendell Wilkie observed in 
his remarks made at Moscow 
that perhaps some of the military 

leaders needed prodding. he stirred up 
the proverbial hornet’s nest. Whether 
or not the military authorities need such 
stimulus to stir them into greater ac- 
tivity is a matter on which no opinion 
will be expressed by THE BANKERs 
Macazine, and for the very good rea- 
son that it has no opinion to express. It 
may be observed, however, on general 
principles that if military leaders do 
not need prodding, they are exempt 
from a certain degree of lassitude per- 
taining to other persons. They are in 
a class by themselves. 

Some professor, who has carefully 
observed the doings of men in general, 
declares that we are all more or less 
enamored of dolce far niente, that we 
use but a fraction of the mental and 
physical energies we have. 

Looking back over the comparatively 


recent history of the United States, one 


can see that two of our Presidents 
needed no prodding. Both bore the 
name of Roosevelt. Theodore was busy 
swinging a big stick, metaphorically at 
least. And he did prod some of his 
military authorities by ordering their 
rather corpulent desk men to take long 
horseback rides. He ordered the Navy 
around the world and it went. Franklin, 
of the same name, cannot fairly be 
charged with being a sluggard. Even 
before we were at war. his activities 
were breath-taking, and he is_neces- 
sarily so busy now as to earn the sym- 
pathetic consideration of his country- 
men. 

Probably bankers do not relish the 
idea of being prodded, although as oc- 





Pra ise the Lord— 
and Pass the 
Ammunition” 


This phrase is the title of the currently 
popular war song which has captured the 
imagination of the American people and 
which, we believe, aptly expresses the 
point of view of the average citizen today, 
whether in the combat forces, war indus- 


tries, or civilian life. 


The Philadelphia National will continue 
to “pass the ammunition”, as it has in the 
past, by its purchases of Government 
bonds and its loans to war industries— 
both large and small—so that production 


will not cease until the war is won. 
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casion warrants they may prod some 
of their less active employes and even 
chafe at the dilatoriness of Congress. 
After all, the heart of the matter lies 
in the question, Who should be prod- 
ded and by whom. 


© 


AN INTERNATIONAL FEDERAL 
RESERVE 

ROPOSALS have been made by 

A. A. Berle, Jr., Assistant Secre- 

tary of State, for a world-wide 
system of banks patterned on our Fed- 
eral Reserve System. Mr. Berle stated 
that our system grew out of the experi- 
ence of the 1907 and other panics, but 
he was not able to state that the Fed- 
eral Reserve would do what many hoped 
—prevent panics altogether. The ex- 
perience of 1929 made such a state- 
ment impossible. 

In a broad sense, and fully recogniz- 
ing its many other outstanding merits, 
its chief advantage consisted in bring- 
ing a considerable degree of banking 
order to a system (or variety of sys- 
tems) that formerly had been rather 
chaotic. 

Whether this system of banking 
could be made world-wide is some- 
thing to be determined by experience. 
And the experience of the Bank of 
International Settlement is not reassur- 
ing. This institution functioned well 
enough in times of peace, but could 
hardly be expected to carry on in a 
time of general war. Such would most 
likely be the fate of a world-wide Fed- 
eral Reserve System. Probably Mr. 
Berle had in mind a time when there 
would be no more large-scale wars. 
Should that time ever come, there is 
no doubt that some modifications of our 
Federal system might be extended at 
least to some of the leading countries 
of the world, should the people of 
these countries so desire. 

It is to be noted that already some 
countries have adopted a system based 
on our Federal Reserve System, but 
the problem of linking all these systems 
together would present many difficulties. 

Mr. Berle’s suggestion affords evi- 
dence of the consideration of the seri- 


ous financial and other problems to be 
met with the coming of peace. 


® 


THE need for thrift in this country, not 
merely to avoid spending but to prepare 
for the future, is greater than ever 
before. Therefore perhaps the most 
important thing we can do is to con- 
tinue and to improve our educational 
work urging the public especially the 
new wage earning public, to save. It is 
not important in the larger sense 
whether these savings come into our 
institutions in great volume or not. If 
they go into government bonds directly, 
that is fine, and we are prepared to help 
this process in every way. But as they 
overflow into our institutions, and they 
now do and doubtless will continue to 
do, we shall have all the more oppor- 
tunity to develop thousands of new 
steady savers to add firmness and 
stability to the economic structure of 
our American society—Henry Bruere, 
President, Bowery Savings Bank, New 
York. 


BANK ACCOUNTING AND 
AUDIT CONTROL 


By 
JAMES E. POTTS 


Auditor, First National Bank, Boston 


This book is a study of accounting 
and audit control as applied to bank- 
ing. It starts with a typical state- 
ment of a large bank. This is broken 
down into a more detailed list of ac- 
counts and each aceount is then 
traced back to the transactions which 
gave rise to it. In doing so the ac- 
counting procedure involved is studied 
and also the audit control factors 
which may be applicable in each case. 


$4.00 


BANKERS PUBLISHING CO. 
465 Main St., Cambridge, Mass. 
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MONEY OR WEALTH? 


A Comment on Some Lingering Fallacies in War Finance 


By Hiram L. Jome 


ET us imagine a small group of one 
hundred of us as a miniature eco- 
nomic society. Some are making 

houses and machines; others are pro- 
ducing food and clothing. Some are 
raising things on the land: others are 
digging things out of the ground. Some 
are keeping house, buying and selling, 
hauling goods, giving hair cuts, healing 
the sick, teaching the young, furnishing 
capital. Some are busy preparing for 
the future; others have retired from 
active life. 

Forty of us are engaged in various 
forms of directly paid activity. Twenty- 
five are home-makers. Thirty-five are 
retired or unemployed or in school. 
Excluding foreign trade, all of the hun- 
dred must live on the products and 
services of the forty engaged in per- 
sonal service occupations, commerce. 
agriculture, and industry. 

In this society price is the regulator, 
profits the mctivator, private enterprise 
the mainspring. To furnish a lubrica- 
tor of the processes we have developed 
money or credit. We earn and spend, 
lend and borrow, pieces of metal or 
paper. We measure our transactions in 
terms of money. 


When War Comes 


Suddenly this community is thrown 
into war—not a Major Hoople back- 
yard squabble, but a total war. Every- 
body is in it. 

The first thought of this community 
is that it must have soldiers, so citizens, 
some formerly employed, others not 
employed, are enlisted or drafted. Then 
there must be “money.” But we have 
become money minded. Money, in- 
tended as a measure and as merely 
representative of wealth and services, 


has become confused with the thing 
measured. Money has beclouded the 
basic economic processes. It is not 
money that is needed. The war must 
be fought with wealth—with materials 
and equipment. 


The First Fallacy 


Here lies the first fallacy, which, 
though often exploded, rises again to 
plague our war efforts. The suggestion 
is made that we raise the money in such 
a way that future generations will bear 
part of the economic burden. 

In earlier wars governments fre- 
quently borrowed from foreign bankers 
to carry on a war. The citizens of a 
warring country, if the fighting did not 
get too close or if they did not live 
in a besieged city, could go on almost 
as usual and listen to the war reports 
from a news crier with the detached 
feeling of spectators at a modern foot- 
ball game. 

To the extent that such wars were 
financed by the outside world the 
economic cost was shifted to the future. 
Foreigners carried the economic cost at 
the time of the war by advancing the 
“money,” that is implements and mate- 
rials. Later, when these notes fell due, 
the people then living in the warring 
country would pay taxes to redeem 
these obligations. Thus, the future gen- 
erations bore a great part of the cost. 

Guetele Rothschild, the widow of the 
founder of the banking family, com- 
forted a woman whose only son was 
to be sent to war, by assuring her: 
“Never fear; there is not going to be 
any war. I shall tell my boys not to 
lend them the money.” 

Though naive and oversimplified, this 
statement had some basis in fact. It 
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was also this idea that lay back of the 
statement credited to Benjamin Frank- 
lin: “Fight the war now. The bill will 
come later.” 

Modern war is different. 
of the people. 


A comparison may be made with a 
besieged city. Little help in the form 
of materials or men can come from the 
outside. The enemy are at the gates and 
climbing the walls. The besieged 
people hasten from their usual occupa- 
tion to handle guns and sabers. Many 
leave their regular work to forge the 
weapons and hand them to the fighting 
men. We can easily imagine people 
working extra hours. We can easily 
picture untended children, cold suppers, 
or no suppers at all. Many permanent 
goods are allowed to deteriorate. Houses 
go unpainted. We can easily imagine 
people throwing frying pans and door 
knobs and even stones from their houses 
at the enemy. The future cannot help. 
It is not yet born. And money does 
not enter the story as a material of war. 

The United States today can get little 
aid from outside its borders. Other 
countries wish to build up their own 
war machines. Transportation is a 
problem. During the first seven months 
of 1942 United States imports fell by 
12 per cent over the same period i 
1941. On the other hand, mainly be- 
cause of lend-lease activities. our exports 
of goods rose by 64 per cent. Not only 
will we get little economic help from 
abroad: we must also serve as an 
“arsenal” for others. 


It is a war 


How War is Carried On 
We. as a country, must carry on war 
as did the besieged city. We can pro- 
duce more. We can let our ordinary 


durable goods deteriorate. We can 
consume fewer civilian goods and 
services. These are the only possible 
methods. 


A recent study of the “Survey of Cur- 
rent Business” shows that almost 7/12 
of the augmented war expenditures for 
the second quarter of this year over 
those of a year ago came from increased 






production, about 1/5 from decreased 
private investments and replacements, a 
slight amount from reduced civilian 
expenditures of government, and 1/5 
from reduced consumption of civilian 
goods and services. 

While this record reveals great possi- 
bilities of expansion of our economy, 
there are definite limits to such an 
increase, which may be summarized by 
such terms as shortage of labor and 
strategic materials, the law of diminish- 
ing returns, undesirable post war read- 
justments necessitated by many forms 
of sudden expansion. A large amount 
of private capital deterioration wil! 
continue to take place. Many unes- 
sential industrial plants are being aban- 
doned. New homes in numerous areas 
are not being built. Old houses will be 
allowed to deteriorate. On the other 
hand, many durable consumers goods 
are irreplaceable and prudence will 
require them to be kept in good repair. 
War plants must be kept in effective 
operation. Political pressures and the 
fact that many essential items, such as 
education and police protection, are not 
postponable, will keep non-military ex- 
penditures at a high level. 

Though reduced consumption of civil- 
ian goods and services accounted for 
only 1/5 of our increased war expendi- 
tures. we can expect an_ increasing 
emphasis on this way of conducting a 
war. Of all three methods this will 
probably become of greatest numerical 
importance. 

When the miniature community above 
described gets into full military opera- 
tion it is probable that ten out of the 
hundred will be engaged in actual or 
auxiliary military services, and_ that 
fifty will be gainfully occupied in 
economic activity. Only forty, rather 
than sixty, will then be in homemaking 
only or in the schools or retired or 
unemployed. It is probable that be- 
tween twenty and thirty of the fifty 
gainfully occupied will be in defense 
shouts of some kind. Most of them will 
be working longer hours than before. 
This leaves only twenty to thirty people 
to do the work formerly done by forty 
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in the production of civilian goods and 
services. 


Cost of War Cannot Be Shifted 


In short, the economic cost of a total 
war cannot be shifted to future genera- 
tions. The cost must be borne now. 
The materials and implements of war 
must be produced now, by the present. 
It will be of little avail to a soldier to 
shoot off a gun to be manufactured in 
1950. The gun must be in existence 
now. And it must be manufactured 
by the people of the United States. We 
can get no one else to make it. 

Whether we issue bonds or levy taxes 
to finance the war, the people must pay 
for the war now. Assume Mr. A to 
have an income of $3,000 over and 
above ali taxes. He can spend all this. 
Now assume the Federal Government 
takes an extra $300 in the form of war 
taxes. A can then spend only $2,700. 
Assume, again, that the government 
sells him a non-negotiable bond instead 
of levying the tax. A can even now 
spend only $2,700. Moreover, since 
the bond is non-negotiable, he cannot 
recover his purchasing power by bor- 
rowing from a bank. 

Assume, instead, that the bond is sold 
by the Government to a commercial 
bank rather than to A. If the bank has 
excess reserves and does not correspond- 
ingly reduce its loans to its other cus- 
tomers, the effect will tend to be to 
increase the purchasing power of the 
Government with no decrease in the pur- 
chasing power of the people, including 
A. Since the Government has more 
money and private individuals the 
same as before, prices will tend to rise, 
with the result that consumers, includ- 
ing A, can buy less with the same 
money. If the bank does not have 
excess reserves, or if while making the 
loan to the Government it reduces loans, 
for instance, to consumers and business 
men, including probably A, the effect 
will be not to raise prices, but to reduce 
the purchasing power of the public. 

At present, considerable quantities of 
U.S. Treasury certificates and bonds are 
being sold to the banks. To a large 


extent the inflationary effects of these 
are offset by the pressure against the 
making of consumer and other private 
loans. Dwindling reserve ratios will 
also cause the curbing of business loans. 
But these offsetting influences may again 
be counteracted by the power of the 
Federal Reserve banks to issue money 
on the basis of the securities they have 
from the United States Government. 
Furthermore, there is a positive limit to 
which other business loans may be cur- 
tailed by the banks. Thus, continued 
sale of U. S. bonds to commercial and 
Federal Reserve banks must be an in- 
fluence toward inflation. But, inflation 
also will reduce the purchasing power 
of Mr. A’s $3,000 salary. 

In whatever way one manipulates the 
figures, whether by taxation or by sev- 
eral forms of bond sale, or by a com- 
bination of both methods, the economic 
burden of the war must be paid by the 
present. 


Why Issue Bonds 


Why, then, issue bonds? Why not 
raise all the money by taxation? 

The advantages of selling bonds 
rather than relying completely on taxes 
are psychological, administrative, politi- 
cal, and economic. The citizen feels 
better if he gets a bond rather than a 
mere tax receipt. There is less popular 
resistance to bond purchases than to 
tax payments. Many may even prefer 
financing by the banks to heavier taxa- 
tion, even though such financing does 
threaten a rise in prices. Government 
borrowing from banks has a peculiar 
appeal to the people. Such appeal is 
an outcrop of the “money illusion.” 

Since income taxes must be uniform 
upon individuals in the same income 
groups, tax collectors can make no 
recognition of differing living condi- 
tions and habits. Bond sales to some 
can be greater than to others, even in 
the same income groups. It is perhaps 
more economical to sell bonds to low 
income people than it is to tax them. 
Citizens will volunteer without com- 
pensation to sell bonds to the people, 
but no one will similarly volunteer to 
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collect taxes and to audit tax returns. 

There may be political pressures and 
manipulations under the bond’ method. 
People buying bonds now may be hop- 
ing that by the time these securities fall 
due, some other groups may be paying 
the taxes. Low and middle income 
groups, for instance, may be anticipat- 
ing that by the time the bonds they have 
purchased fall due, the personal exemp- 
tions for income taxes will have been 
raised, so that they, or their heirs, can 
collect interest and principal in the 
future while some one else, also in the 
future, pays the taxes. Thus, the bond 
method furnishes a_ possibility of 
shuffling and adjusting the burden be- 
tween economic groups. 

Bonds bought and held by the pur- 
chasers furnish a reservoir of purchas- 
ing power in an early post war de- 
pression. By the end of this war, dur- 
able consumption goods, such as auto- 
mobiles, typewriters, washing machines, 
and even some houses will be badly 
worn out and outmoded. This scarcity 
and obsolescence will furnish the in- 
centive to post war buying. War bonds 
will furnish the means of purchase.. 
It has been said that munitions will 
win the war. but reserves will win the 
peace. 

A disadvantage of the sale of bonds 
lies in the fact that the typical pur- 
chaser, not realizing that he has~ not 
put something over on future genera- 
tions and not appreciating the fact that 
he has as effectively disposed of pur- 
chasing power as has the person who 
pays taxes, may not feel the same in- 
hibition on his desire to purchase goods 
in the present as he would if he had 
been given a mere tax receipt. A bond 
purchase deflates purchasing power 
but it does not deflate the ego. The 
payment of a tax deflates both ego and 
purchasing power. 

The effects of a war may fall on the 
future. Undesirable attitudes and 
points of view developed in war may 
bring about crime and political prob- 
lems; war excesses may call for severe 
adjustments; deteriorated houses and 
capital may affect future productive 


capacity; pensions and bonuses may 
increase the future war costs; the loss 
of man-power may affect our economic 
and social structure. The impact of 
these on future generations may be 
great. But these are effects. They do 
not pay for the war. 

To illustrate: during the first world 
war, the people of the United States 
plowed up prairie land which should 
never have been cultivated. The de. 
struction of the native grass and the 
steady cropping of the soil put the 
ground in such shape that the heavy 
windstorms after prolonged dry seasons 
literally carried parts of Oklahoma and 
Kansas into Indiana. Such later trou- 
ble in the Dust Bowl, however, though 
indirectly due to the war, did not help 
to pay for the war. 


The ‘‘Bankruptcy’’ Illusion 


Closely related to the rather common 
belief that we can make the future pay 
part of the economic cost of this war 
is the illusion that the heavy “expendi- 
tures” of the Axis powers will drive 
them into bankruptcy. The Axis pow- 
ers are either getting their supplies and 
materials mostly from their own or in 
a few cases from each other’s people, 
or they are taking them from conquered 
countries. In so far as they are taking 
the goods from their own people, giv- 
ing tax receipts or pieces of paper in 
return, there is no possibility of bank- 
ruptcy in these countries. The gov- 
ernments owe their own people. In so 
far as they take the materials from con- 
quered countries, it may be safely as- 
sumed that there is no way of bank- 
rupting a “successful” thief. The Axis 
powers must be knocked out by physi- 
cal force, by wealth—guns and machines 
—in the hands of the American and 
Allied Armed forces. They cannot be 
destroyed by a money bankruptcy. 

Again, the use of money is the source 
of the impression held by many that 
we can conduct this war without sacri- 
ficing our standard of living. We en 
courage extra pay for overtime. We 
also think that whenever prices go up 
we must be compensated by increases 
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Net income 
before any exemptions 
$100,000 
50,000 
25,000 
10,000 
5,000 
4,000 
3,000 
2,000 
1,500 
1,000 
500 


in the rate of what we are selling, 
whether it be medical attention, labor, 
railroad service, or farm _ products. 
Factory wages and farm products in 
terms of money have gone up more 
than the cost of living. This means 
workers and farmers can buy more. 
And in cases where cost of living has 
gone up more rapidly than, say wages, 
the demand is made for higher compen- 
sation to recover lost purchasing power. 
If this attitude is to be favored, if peo- 
ple are to conserve their purchasing 
power, how is the war to be financed? 
War should not be used to accomplish 
social reforms any more than it should 
be used as a way of getting rich—both 
of which principles we are in danger of 
violating at the present. 

The apparent belief and hope that 
somehow, in some way—perhaps by the 
coming of a cosmic Santa Claus with 
stacks of money—we can avoid paying 
the costs of this war seems to be back 
of our failure to take realistic meas- 
ures to “finance” it. The Federal taxes 
now in effect will raise $26.000,000,000. 
Sales of war bonds to individuals may 
aggregate $12,000,000,000 during the 
current fiscal year. Additional sales to 
insurance companies and to other non- 
financial investors may bring the total 
to $18,000,000,000 or $19,000,000.000. 
The combined proceeds of these bond 
sales and tax collections will be at the 
most $45,000,000,000. If war expenses 
take $6,000,000,000 per month while the 
ordinary expenditures of the Federal 


Total contribution 
for war taxes and bond purchases 


80 per cent 
75 


Government go on at only a slightly 
reduced rate, it will be necessary to raise 
between two and three billions of dol- 
lars per month—at least $30,000,000,000 
in a year—from the banks, a practice 
which cannot continue without disas- 
trous results. 

Though the Treasury Department has 
announced that through such borrowing 
from the banks it merely wishes to use 
the “residue” of purchasing power and 
“desires neither to create new money 
nor to activate old money,” the very 
magnitude of such operations, if pro- 
longed, in comparison with the total 
resources and lending capacity of our 
banks, must bring inflationary effects. 
Furthermore, if the bonds bought by the 
people are to furnish an effective back- 
log of purchasing power after the war, 
a large proportion of them will have to 
be paid off at maturity without the gov- 
ernment imposing immediate taxes to 
raise the money. The assumption is that 
the maturity value is to be paid in large 
part from funds furnished by the banks 
out of their excess cash. If we continue 
to borrow at the present time from the 
banks at a rapid rate, however, the 
excess reserves may have been used up 
long before the end of the war. The 
banks would then be so loaded with 
United States securities that they will be 
in a virtually frozen condition and will 
not be in a position to advance any sub- 
stantial help in the post-war financing. 
Thus, most of these bonds held by the 
people would, when due, have to be paid 
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out of taxation. In such case the bonds 
would furnish no reservoir of purchas- 
ing power. 

The only alternative to such reliance 
upon the banks is the raising of more 
“money” directly from the people. 

The kinds of Federal taxes and the 
distribution of the burden between 
bonds and taxes are questions beyond 
the scope of the present article. On the 
basis of the probable distribution of a 
$120,000.000.000 national income 
among the various income classes, the 
writer wishes to suggest the percent- 
ages of total contributions as shown 
in the accompanying table—including 
both war taxes and bond sales—as 
necessary to finance the war. 

Thus, a person earning $3000 before 
exemptions would pay to the Federal 
Treasury $1350 a year, leaving him 
$1650 for other purposes. The recipi- 
ent of a $2000 before exemption would 
pay in $600. A recipient of $4000 


would turn in one-half, while the con- 
tribution for the top incomes could ex- 
ceed 90 per cent. 

As the income rises, a higher propor- 


tion of the total contribution will be 
in the form of taxes, while as the in- 
come falls a larger proportion will be 
in the form of bonds. This would in- 
sure a political will to repay the bonds. 
since the great mass of the voters would 
thereby have an interest in the govern- 
ment paying its obligations. The pos- 
session of these bonds would give our 
middle and low income groups, who 
make most of our retail purchases. a 
backlog of purchasing power in the 
post-war reconstruction period. As 
already indicated, the effectiveness of 
such bonds as a reserve will require that 
we place less reliance upon our banks 
as present suppliers of war funds. 

If the objection is advanced that 
such a scale of total contribution will 
lower the standard of living of all the 
people, the answer is that modern total 
war cannot be conducted without low- 
ering the standard of living of all. If 
we are to spend more than one-half of 
our gross national product for war and 
if one-half of the national income is 
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received by families with less than $2500 
to $3000 incomes, it follows that a 
heavy burden must fall upon the mid- 
dle and low income groups, as well as 
upon the high income classes. Further- 
more, if one purpose of bond sales and 
taxation is to check inflation, substan- 
tial contributions must be made by 
those doing most of the purchasing of 
goods and services. 

If the objection is advanced that the 
rich and the corporations should pay 
the cost of this war, the answer of arith- 
metic is that even if the Government 
took every dollar from those earning 
above $5000 per year, it would have 
barely enough to finance the war for 
six months. The confiscation of the 
total value of all stocks of corporations 
listed on the New York Stock Ex- 
change would finance this war for only 
six months. Most of our saving and 
investment in private industry have been 
made by people earning above $5000. 
The taking of 100 percent of their in- 
come would dry up these sources of 
capital formation. 

The United States is proud of its 
high standard of living. In time of 
peace this is an advantage, but in time 
of war it has some disadvantages. We 
have relied on starving out the Japa- 
nese. It is difficult to starve out a peo- 
ple who have little. It is much easier 
to starve out a people who have much. 
Herein lies one of the greatest obstacles 
to a democracy conducting a total war. 
In a people’s war the people living now 
must make the sacrifices. What is to be 
feared most in the United States is the 
development of a feeling of defeatism 
and the raise of a powerful peace drive 
on the part of numerous people unwil- 
ling to make the sacrifices necessary 
to carry on the war. To obviate such 
disastrous sentiment, it is increasingly 
necessary to dissipate the fallacies 
hindering our financing of the war and 
to admit frankly that the carrying on 
of the war can be done only by the 
people living now and at a substantial 
temporary sacrifice of not only the com- 
forts, but of the standard of living of 
all the people. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, September 30, 1942 


RESOURCES 

CasH AND DUE FROM BANKS a ae te tar es See el 
U. §. GOvERNMENT OBLIGATIONS, DIRECT AND FULLY 

GUAMANSEED.. 2. i ew te hh hhh]! huh!) hUm eee 
STATE AND MUNICIPAL SECURITIES. . ..... . - + ~~ 106,509,821.68 
StocK OF FEDERAL RESERVE BANK. . .......~. 6,016,200.00 
oo er ae 170,401,433.52 
Loans, DISCOUNTS AND BANKERS’ ACCEPTANCES . . . . - 808,539,599.99 
a Ac ee OR ee Se 36,961,100.19 
ge ee a a a a 6,321,222.33 
RI Boo eran ts an tee GA et ae 7,812,896.55 
Customers’ ACCEPTANCE LIABILITY . . ......- 2,485,821.00 
Cee ee Ska SSE we oe eG Re Oe we A 12,492,223.56 


$3,899,955,951.69 


LIABILITIES 
CapITAL FunpDs: 
Caprray. SroCcK . . «+s : « « + GIOG2Z70 00000 
SUMPEUS ... «. «© © s+ sss » « « See 
UNDIVIDED PROFITS . . ... . . ~ 44,108,907.24 


$ 244,648,907.24 

RESERVE FOR CONTINGENCIES . .... +2. -s ss. 11,991,067 .86 

RESERVE FOR TAXES, INTEREST, ETC. . . . . .+ se ss 3,787 ,860.82 

PS se RH Om eS we ee ee eee 
ACCEPTANCES QUTSTANDING . .... . 6,658,649.09 

Less AMOUNT -IN PORTFOLIO. . .. . 3,763,257.91 2,895,391.18 








LIABILITY AS ENDORSER ON ACCEPTANCES AND FoREIGN BILLS 410,346.47 
OEE EE cs Sk GS eS RR Se 7,756,785.44 


$3,899,955,951.69 


United States Government and other securities carried at $428,916,892.50 are pledged to 
secure public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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How to Sell Bank Service 
by Direct Mail 


By R. E. DOAN 


Account Ewecutive, Leon Livingston Advertising Agency, 
San Francisco, Calif. 


This is the second installment of a series of articles on selling 
bank service by direct mail methods. These articles will even- 
tually appear in book form. 


IV 
PLANNING YOUR COPY 


When we take a cross country trip, we seldom just start 
driving in the general direction of our goal. We usually 
secure road maps, and plan the trip so that we will reach our 
destination by the shortest or most interesting route. 

The same principle applies to direct mail effort. Even 
though we have the “Sales Point Outline,” have decided 
upon the specific mailing list (type of prospect), and know 
the common interest shared by the people on that list, we still 
need to map or outline our route to accomplish our objec- 
tive in the most effective manner. 


A-I-D-A 


The general outline for writing effective advertising copy 
consists of four items—four things that must be accomplished 
by your copy. These are: (1) you must arrest the reader’s 
ATTENTION; (2) you must sustain his INTEREST; 
(3) you must arouse his DESIRE; (4) you must stimulate 
him to ACTION. These four points—the “A-I-D-A” of 
copy writing—are the skeleton upon which you must mold 
the flesh of copy to create a live, effective salesman out of 
your direct mail piece. 

In the last installment we have already had some discus- 
sion of the first point—that of arresting the reader’s atten- 
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THE 


tion. ‘This is best accomplished by tying your mailing piece 
directly to the immediate personal interests of the prospect, 
or by a tie-in with current news directly connected with your 
service and the prospect’s welfare. Whatever attention- 
arrester you use, however, make sure that you show a good 
reason for having written the prospect, and convince him that 
he should read on. Make the reader feel that you are in- 
terested in him and in his problems. In your desire to gain 
his attention, however, don’t make the mistake of starting 
out with some extraneous statement that, upon further read- 
ing, proves to have no real connection with the rest of the 
mailing piece. No matter how interesting such an opening 
statement may be, it will only disappoint the reader—give 
him the feeling that he has been tricked into reading further. 
Such a device may gain his attention momentarily all right, 
but will in most cases have an adverse effect. It will react 
against anything you might have to say later on—in fact, as 
soon as the average reader discovers the trick vou have played 
on him, he probably won't read much further. Always be 
sure that vou start with something of real interest to the 
reader, and directly connected with your service and his 
welfare. 


INTEREST AND DESIRE 


To sustain the prospect's interest, and arouse his desire, 
vour copy should immediately enlarge on your opening state- 
ment; elaborate on the benefits or advantages accruing to the 
prospect from using your service. In short, after gaining 
the reader’s attention with your opening statement, then pro- 
ceed with your “sales talk.” Work in all possible appropri- 
ate advantages and benefits to be derived from use of your 
service—the time, effort, or money saving elements; its ease 
or convenience of use; the prestige to be gained; the comfort 
or peace of mind to be enjoyed; the exclusive features of your 
service; the inconveniences or possible loss to be avoided by 
using the service: ete. 


STIMULATE ACTION 


Finally stimulate the reader to action—prove to him that 
he should act NOW. Go a bit further than that—help him 
to find an excuse for taking on your service immediately. 
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Remember, most of us need to be prodded into taking imme- 
diate action—whether that action be the purchase of a new 
suit, an insurance policy, the starting of a bank account, or 
the renting of a Safe Deposit Box. A good sales argument 
may be sufficient to arouse our desire and make us want to 
act, but unless there is some definite incentive to act RIGHT 
NOW, we are apt to procarttinate and eventually forget all 
about the matter, Thus, even though you may have written 
the most convincing sales piece, and made the reader want 
your service, your job is not done—you must make him act 
NOW while all those good sales arguments are fresh in his 
mind. 

And, be sure you make it easy for the prospect to act now. 
Give him full details regarding the step or steps he must take. 
Whenever possible, include a stamped and self-addressed 
envelope or reply card so there will be no trouble whatever 
connected with his action—no excuse for his not acting now. 


PROCEDURE 


Let’s take a few examples, and see how the foregoing can 
be put into practice—how the A-I-D-A skeleton can be 
covered with effective copy flesh. Suppose we have compiled 


a list of recent proud parents of boys, and wish to solicit 
them for Savings Accounts through personalized form let- 
ters We are sure to arrest their attention—touch upon an 
immediate personal interest—if our letter starts out: 


Not so many years from now, that bouncing baby boy of yours 
will be a husky, energetic, eager young chap. 


Then, sustaining the reader’s attention and arousing his de- 
sire, we continue with copy such as: 


He'll be watching for the first bit of fuzz to appear on his face, 
anxious to pounce upon it with a razor and assert his manhood. 
He'll be giving you some good sales arguments: why he should 
have a “Tux,” and be allowed the use of the family car. 

Of even greater importance to him and to you, he'll be talking 
over the selection of a college and the financing of that college 
education with you. 

Wouldn’t it be a grand feeling if you could pull out a bank book 
at that time and say: “Here, son—here’s your college stake!” 

You can do that very thing if you start right now, for you'll have 
both time and interest working for you. For example, if you 
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start right now by saving only $2 per week, you can have $2,000 
ready for that boy of yours when he is old enough to go to col- 
lege. Or, $1 per week would mean $1,000 ready for him at that 
time. 


We have already mentioned the advisability of acting 
NOW, but let’s stress that point—giving the prospect defi- 
nite incentive to act NOW: 


It’s all just a matter of setting your goal, starting right now 
and staying with it. That matter of starting RIGHT NOW is 
especially important. For example, suppose you didn’t start 
until that boy of yours is ten years old. Then, to accumulate 
$2,000 for him, you'd have to save $6 per week. Thus, by start- 
ing now, you are doing yourself and family a favor—you are 
lightening the weekly load—reducing it to an amount you won't 
miss—making it more likely that you will continue until you 
reach your goal. 


Finally, let’s give the prospect an added incentive—a 
really good excuse—for acting now Copy might continue: 


In our years of experience, we've had many a savings customer 
follow this very plan, and both he and his son have thanked us 
when that college stake was completed and put to use. I know 
that you will feel the same way. The main thing is to get started 
now, while the matter is fresh in your mind and while the weekly 
amount to be set aside isn’t at all burdensome. And here’s what 
we'll do to help you—if you will come in within the next three 
days, or mail your first deposit in the enclosed envelope, we'll 
add $1 to your first deposit—our gift towards the start of your 
son’s college stake ! 


And we give full details so there will be no question in the 
man’s mind as to the proper procedure: 


If you come in person, ask for me or for my assistant, John 
Jones, so you'll be sure to get that dollar we have ready for you. 
It will take only three minutes to open the account—no trouble 
or delay at all. And if you can’t come in person, just write us— 
tell us the name you want the account in, and enclose your check 
or money order for your first deposit in the attached envelope 
(it’s already addressed, and no stamp is required). As soon as 
we receive it, we'll start the account (adding the $1, of course) 
and mail the passbook back to you with a signature card for you 
to sign at your convenience. 
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We are looking forward to seeing or hearing from you—we sin- 
cerely want to work with you in preparing for your son’s college 
education. 

Cordially, 
Henry Jones, Manager 
Savings Department 


In such a letter we have arrested attention, sustained in- 
terest, aroused desire, and stimulated action now. We have 
not hit upon certain other points, however—exclusive feat- 
ures of our Savings Department, rate of interest paid, etc. 
In this instance, these would be covered in a folder to be in- 
cluded with the letter—always permissible in a direct mail 
effort which includes a personal letter. The folder would 
give general information regarding the Savings Department 
—its convenience of location, interest rates, speed of hand- 
ling transactions, availibility of home savings banks, etc. 
Thus, the prospect would have all necessary data at hand as 
questions arose in his mind. 





‘SarE Deposir Examples 


As an example of a direct mail piece tied in with current 
news directly connected with your mail service and the pros- 
pect’s welfare, let us assume that your city has had a number 
of fires recently, and you are basing a Safe Deposit mailing 
effort upon this situation. A good attention-arresting start 
for a letter might be: 


Have you noticed how many fires we've been having lately? 
How many homes have gone up in smoke, along with their own- 
ers’ valuable papers, jewelry, keepsakes, ete. ? 


We then sustain interest by continuing: 


It makes one think, doesn’t it? The loss of these homes was 
serious enough, but the additional loss of irreplaceable papers, 
mementoes, and other valuables was such a needless tragedy when 
this could have been prevented at a cost of a little more than one 
cent a day. 


Copy would then proceed to arouse desire by mentioning 
a few irreplaceable items most everyone cherishes (keep- 
sakes, notes, receipts, etc), pointing out the fact that they 
aren't covered by insurance, that they belong in a Safe De- 
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posit Box, ete. Outstanding exclusive features of your vault 
would be touched upon the letter (further details given in 
an enclosed folder), and the final stimulant to action now 
might come from a citation of actual figures on recent fires 
in the city. 

Of course, such a direct news tie-up dosen’t always pre- 
sent itself. However, it is possible to make your own oppor- 
tune tie-up most any time, with just a little thought and 
imagination. For example, lacking the recent wave of fires 
—or probably preceeding the news—Along about Fall of 
the year you could send a letter like this: 


The first signs of Winter always seem to be accompanied by an 
increase in the number of homes set afire. 

Probably you've noticed this too—dirty flues dry roofs, and a 
number of other factors enter into it. And it isn’t always a con- 
dition over which you have control—the fire may start in your 
neighbors’ house, and fires have a way of spreading, you know. 

Of course, your home itself is probably protected by insurance. 
But what about those keepsakes, personal papers, etc. Your in- 
surance wouldn’t replace those if they were destroyed, would it? 


Thus, we have arrested attention and sustained interest, 
and started upon the job of arousing the reader’s desire. 
There remains only the task of writing copy to build up that 
desire, and to stimulate action. Here, again, copy rege arding 
exclusive features of your vault would be mentioned in your 
letter and augmented in the enclosed folder, and possibly « 
few figures as to the incidence of Fall or Winter fires in your 
city would be included to stimulate action now. 

These few examples have been given not necessarily to 
illustrate good direct mail copy, but to show the necessity of 
tying in your opening with something of real personal in- 
terest or news significance to the reader, sustaining his in- 
terest, arousing his desire, and stimulating him to action. 
These four points—attention, interest, desire, and action — 
are the framework of your letter or folder. They are the 

jobs any direct mail piece must do, and do well, if your mail- 
ing effort is to be sucessful. Before actually starting to 
write your copy, it is well to make an outline around these 
four points, noting just what material you can use to accomp- 
lish the desired objectives. 
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SUMMARY 


(1). The general outline for writing effective advertising 
copy consists of four items—four things that must be ac- 
complished in your copy: (1) you must arrest the reader's 
attention; (2) you must sustain his interest; (3) you must 
arouse his desire; (4) you must stimulate him to action. 

(2). To arrest the reader’s attention, tie your mailing 
piece directly to the immediate personal interests of the pros- 
pect, or to current news directly connected with your service 
and the prospect’s welfore. Make sure of a real tie-in, how- 
ever—don’t trick the reader by an opening statement that has 
no connection with the rest of the letter or folder. 

(3). To sustain the reader’s interest and arouse his desire, 
immediately enlarge on your opening statement, elaborate 
on the benefits or advantages accruing to him from using 
your service; mention the exclusive advantages of your serv- 
ice; ete. 

(4). To stimulate the reader to action, prove to him that 
he should act now—give him a good excuse or incentive for 
acting while your sales arguments are fresh in his mind. 

(5). Make it easy for the reader to act now. Clarify any 
doubtful points about your offer. Enclose a stamped, self- 
addressed envelope or return card if possible. 

(6). Plan the above steps carefully before actually start- 
ing to write. Jot down all points that will be helpful, all 
material you can use to aid you in accomplishing those four 
essential jobs: arresting attention, sustaining interest, arous- 
ing desire, stimulating action. 
















v 
WRITING THE COPY 


With the “Sales Point Outline” prepared, your specific 
mailing list (prospects with a common interest) selected, and 
the “A-I-D-A” skeleton upon which the fiesh of actual copy 
is to be placed—with these in mind, you are ready to start 
writing the copy for your direct mail effort. 

The actual copy writing job has been greatly simplified, 
and made much more effective, by attention to a few basic 
points applicable to writing copy of all kinds—newspaper 
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ads, magazine ads, etc., as well as direct mail. The most im- 
portant of these basic points are: (1) visualization of your 
prospect; (2) simplicity: (3) vocabulary limitations; (4) 
selection of currently meaningful, vital words; (5) use of 
the “you” attitude; (6) summarization wherever possible; 
(7) careful revision after the copy has been allowed to cool. 


VISUALIZE PROSPECT 


Perhaps the most important point—one demanding your 
attention before you actually start to write copy, and 
throughout the writing process—is to visualize your prospect. 
Write to a person, not to a mailing list. Write to an indi- 
vidual, not an audience. One well-known and highly success- 
ful advertising man, when writing copy for a direct mail 
piece, starts his letter off to “Dear Uncle Henry,” and 
throughout the writing keeps this actual person definitely in 
mind. His selection of this particular individual—his uncle 
Henry—was deliberate, for his uncle is just the type of 
person this advertiser wants as a customer, and he is a typical 
prospect. That is, the writer dosen’t know him well enough 
to josh or “kid around” with, but he does admire and like the 
man, and he does know him well enough to be friendly, and 
to be familiar with his likes, dislikes, problems, aspirations, 
etc. Thus, this writer knows that if he writes a letter or 
folder that would interest and appeal to “Uncle Henry,” it 
will be the type of letter or folder that will interest and 
appeal to most of the prospects on his mailing list. 

In practically all cases, you can select a typical individual 
representative of all the people on any properly compiled 
mailing list—any mailing list that consists of names of indi- 
viduals who have something in common. Go through the 
list, see if you don’t know one or more of the actual people 
on it, Or. failing that, analyze the list—determine the aprox- 
imate educational, cultural, and experience level of these 
people, and keep their common interest in mind—then pick 
someone from your own acquaintance who fits that picture, 
and write to him. In short, alw ays remember that you are 
not addressing an audience—your letter or folder will be 
read by one person at a time, and your copy should be the 
type found in a jetter to that one person, not the type used 
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in a proclamation. It should be personal, though never ex- 
ceedingly familiar. 


SIMPLICITY 


Your copy should be simple—both as to structure and 
vocabulary. Sentences and paragraphs should be short, and 
no part of your copy should be complicated to such an extent 
that it will require deep and tiring concentration on the part 
of the reader. It should never be crammed with banking 
jargon—with technical terms that may be familiar to you, 
but Greek to the layman. It should never contain words that 
are not in common, everyday usage by most people. 

The matter of vocabulary is especially important. Many 
of us are tempted to use a few technical terms now and then 
just to impress the listener or reader with the fact that we 
know our particular business. And many of us use technical 
terms quite naturally, since we are so familiar with them. 
We forget the fact that the non-banker may not be at all 
familiar with those terms, since they don’t regularly enter 
into his particular business. The jargon common to his line 
of endeavor would probably be just so much Greek to the 
banker, for that matter. 

For example, although their meaning is crystal clear to 
you, how many people do you suppose follow your copy with 
ase When vou mention such terms as: escrow, escheat, intes- 
tacy, testamentary, excess reserves, etc.? Nota large enough 
percentage of the average reader to warrant your using those 
terms without a full explanation, I can assure you. I recall 
one instance in particular when I had an opportunity to look 
over some entries on a contest where laymen were invited to 
send in original advertisements on various banking services. 
You'd be surprised how many suggested Trust advertise- 
ments came in with such copy as: “Our Trust Department 
will trust you for any amount—see us for a loan!” 

It is never wise to assume that your prospect is familiar 
with your business or any of its technical terms, regardless 
of how simple it all may seem to you. For example, take the 
term “guard key” frequently used in Safe Deposit work. 
Many people—many actual Safe Deposit Box renters in fact 
—lacking a proper explanation of this term and relying upon 
their own imagination, think that this key enables the guard 
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to enter a renter’s box at will. And, as we all know, even the 
terms “interest” and “discount” are confusing to many 
people—to such an extent that legislation in many States is 
now being pushed to require a full explanation and ex- 
amples instead of the mere use of these terms in consumer 
credit advertising. 


VocaBULARY LIMITATIONS 


In writing bank advertising copy, we must not only keep 
in mind the fact that the layman doesn’t understand banking 
terms—we must go beyond that. We must remember that 
the average reader’s vocabulary—the words he fully under- 
stands—is decidedly limited. While we have well over half 
a million words in the English language, the most optimistic 
experts point out that the average person is acquainted with 
less than 40,000 words. And other, more realistic, authorities 
on words and their uses estimate that the average person 
knows only about 8,000 to 10,000 words. 

While we may assume that in most any mailing list you 
have, some individuals on that list are acquainted with around 
40,000 words, the fact remains that many of them have a 
working vocabulary of only around 10,000. Successful direct 
mail adv ertisers utilize this knowledge—they confine them- 
selves to’ words that all of their readers know, not words that 
only a few will fully understand. In this connection, it may 
be of some interest to note that Milton, in all of his writings, 
used only approximately 8,000 words; and Shakespeare only 
around 15,000—yet both men managed to get their ideas 
across without much trouble. 

Whenever you start to write copy, it is a good idea to 
approach it from the standpoint of an outsider. Imagine that 
you are conducting a high school student through the depart- 
ment and explaining the service to him from the ground up. 
Then write your copy accordingly, answering all natural 
questions that might arise, and explaining all terms and pro- 
cedures in language understandable by the student. 


CURRENTLY MEANINGFUL Worps 


The choice of words you use, even though confined to a 
vocabulary of, say, 8,000 or 10,000 words, is not a simple 
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matter. Each word should be selected with real care—with 
attention not only to its dictionary definition, but to its cur- 
rently popular meaning and its associational response. Today 
with our widespread, speedy communication facilities—our 
papers, magazines, weekly letters, radios, etc.—even familiar 
words take on new meanings and gain new associational re- 
sponses almost overnight. The writing of successful adver- 
tising copy demands constant attention to these changes — 
constant attention to the automatic, associational responses 
provoked by each word used. 

To take but a few familiar examples—the word “swing” 
has a quite different associational response to a large percen- 
tage of the present generation than it did to our fathers and 
mothers. And the word “strike,” as applied to labor-manage- 
ment difficulties, affords us an example of the changing pop- 
ular associational response to common words. Originally, 
the word “strike” conveyed only the thought of a dispute be- 
tween labor and management. Next, its response gradually 
hecame “violence,” as a result of excesses accompanying 
strikes in various parts of the country. Then, shortly after 
the entry of the United States into World War IT, the asso- 


ciational response of “strike” became “sabotage.*’ This is 
only one illustration of how current conditions alter popular 
reaction to common words. 


Don’t forget, your dictionary and your grammar are both 
books of record—accounts of what was, not necessarily 
guides to what popular, currently understood meaning or 
usage is. It is well to know the dictionary definition and the 
grammar rule, but that is not sufficient. You must also keep 
fully abreast of current associational responses — those 
brought about by the movies, the radio, popular magazines 
of wide distribution, ete., but not yet incorporated into the 
dictionary. Keep yourself up-to-date by reading Time, Life, 
and the New Yorker; by following the writings of such col- 
umnists as Walter Winchell and Westbrook Pegler; by 
going to the movies and listening to the radio—and by analy- 
zing and remembering the new terms and new slants on old 
terms created by these publications, men, and media. Only 
then you will be sure you are “in the groove” —that the words 
you use in your advertising copy will convey the exact asso- 
ciational responses you intend. 
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Use Vira Worps 


Your constant attention to such publications, men, and 
other media—those currently influencing the thought and 
language of the general public — will not only keep you 
abreast of changing associational responses to words, but will 
show you unlimited possibilities of vital, living, moving, 
action-producing words. After all, you are trying to put a 
picture into your prospect’s mind when you write direct mail 
or other advertising copy. You are trying to make him see 
and feel the advantages and benefits of using your service 
the sense of satisfaction that will be his when he makes his 
will and names your bank as executor and trustee; the feeling 
of security that will be his when he has a substantial Savings 
Account: the ease, convenience, and efficiency of paying his 
bills by check; the peace of mind resulting from having his 
important papers and other valuables in a Safe Deposit Box, 
etc. The best way to accomplish these objectives—to paint 
these pictures in the minds of your readers, and to move them 
to the desired action—is to use picture-painting, action-stim- 
ulating words. 

While vou may not care, or have occasion, to use just 
these words, here are a few examples of picture-painting 
words used by Time and Life magazines: “moppet” for child; 
“barrel-built” for corpulent; and such equally self-explana- 
tory, picture-creating words as: “crusty,” “balding,” ‘“but- 
toneved,” “bugfaced,” ete. their description of, and com- 
ments on, people, and things have real vitality—they aren‘t 
just cold, precise arrangements of words requiring concen- 
tration on the part of the reader, they are living, breathing, 
realistic picture-words. Take for example, Life’s descrip- 
tion of the coming of Spring, 1942: 


The world of nature trembled with the seed of life, soon to 
burst forth in leaves and buds and flowers. But the world of 
man trembled with fear and foreboding. For this was the 
dreaded Spring of 1942, the Spring of terrible battle, the Spring 
of supreme tests and, it might be, of ultimate decisions . ... In 
the far north it loosened the grip of ice on the ports of the Arctic 
Ocean, bringing closer the day when icebreakers can crash 


through to the docks of Archangel with lease-lend ships from 
America... 
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Or, Time’s thought-provoking comment on Manhattan 
Island: 


. a stony spine of land occupied by millions of tons of 
masonry and 8,000,000 souls. To Europe it is a dream, to itself 
a business, and to the U. S. at large a cultural goldfish bow]. 


And don’t fail to study the copy of advertisers in these 
and other widely circulated magazines. These advertisers, 
who spend thousands of dollars per page for space in such 
national publications, not only keep abreast of words and 
their effective use, but frequently influence trends themselves. 
Take a recent Telechron Electric Clock advertisement—note 
their timely tie-in, the picture-painting, action-stimulating 
copy: 


Every ring of your alarm clock is a bugle call today! ‘““Up-and 
-at-’em”’ is an industrial as well as a military slogan—and mighty 
timely ! 

Every worker on the job on time speeds the defeat of the dicta- 
tors. Do your part. Make the most of your precious minutes 
by measuring them accurately. 


And the dramatic copy used by Stromberg-Carlson, under 
the war-time heading of “Sighted Sub, Sank Same!”— 


Somewhere between the sea and the sky a man sits listening. 
Three hundred miles away another man is talking: “Enemy sub 
reported; longitude (censored), latitude (censored), investi- 
gate!”” Twelve minutes later, an oily slick on the sea below. 

In bombers, in tanks, in bouncing jeep cars, radio communica- 


tions are guiding the nation’s muscles to co-ordinated and effec- 
tive action. 


Similarly, effective copy—effective in creating the desired 
feeling in the reader’s mind—is used by Capehart-Panamuse 
Phonograph-Radio in a recent advertisement: 


Music is man’s alchemist. How quickly the golden chords dis- 
till peace out of turmoil, change despair to fresh courage and 
hope! 


This is the glory of the Capehart-Panamuse Phonograph-Radio 
—the power to create a new mood. For the Capehart-Panamuse 
is more than a musical instrument. It is a source of harmonious 
living, a new outlook on life! 
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The fact that you are writing direct mail copy, not an 
advertisement for a national magazine—that you are spend- 
ing a few hundred, not a few thousand dollars on your effect 
—dosen’t lessen the need for careful attention to your copy. 
In fact, with direct mail you should exert even more effort to 
produce good copy, for your letter or other direct mail piece 
is not supported by the pictures of Life magazine, the news 
of Time, the stories of Saturday Evening Post, Liberty, or 
Colliers; neither will it have, in most cases, the costly illustra- 
tions, the color, or the commanding size. Your direct mail 
piece is on its own—without the aid of far-flung news serv- 
ices, scores of photographers, high priced illustrators, nation- 
ally-known authors, ete. Your copy—the pictures you can 
paint in your reader’s minds with effective, vital words—must 
do the job, or your direct mail effort will have merely re- 
sulted in a philanthrophic gesture toward paper manufac- 
turers, printers, uetter processers, and the Postoffice. Read. 
study, analyze popular magazines, columnists, radio pro- 
grams, advertisements, etc. Learn why they are popular, 
and then “go forth and do likewise” in your direct mail work. 


Usk THE “You” ATTITUDE 
Always be sure you have the “you” attitude in your copy. 
Good advice along this line was given by John Hay, one time 
U. S. Secretary of State, and author of a standard life of 
Lincoln, when he suggested: 


A dozen times mention the You 


For once that you utter the I 


Remember, the reader is interested in his problems, his 
pocketboog, his prestige, his family, ete. He isn’t interested 
in generalizations—in how old your bank is, in your growth, 
in what you can do for other people. He wants to know what 
vour service will do for him, his family, his business., 

Your direct mail piece must be written with this in mind. 
Approximately ninety per cent of it should be regarding 
what the service will do for the reader, and only about ten per 


cent of it should be concerned with details regarding your 
bank or the service. 
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SUMMARIZE 


Summarize your copy whenever possible at the end of 
your direct mail letter or folder. Stress especially the strong- 
est advantage or benefit to be derived from your service by 
the reader, and summarize the other sales points. Your pro- 
cedure in this matter is somewhat similar to the writing of an 
article. An author covers, during the entire article, a number 
of points of interest to the reader, and gives him considerable 
information. Without a summary, however, many points 
contained in the article are apt to be lost by the average 
reader—he comes across a new point of interest or bit of in- 
formation before his mind has fully assimilated the previous 
item. 

Similarly, with your direct mail copy, each new sales 
argument, advantage, benefit, exclusive feature, etc., that 
you present is apt to displace the previous one in the average 
reader's mind. ‘Thus, it is up to you to help get the full story 
—to summarize the various points you have presented so he 
will have the complete picture in a nutshell, being sure, of 
course, to stress the point of greatest interest to him. 


Ler Cory Coo 

Finally—one of the first things any professional author 
learns is the need of rewriting. Very, very few articles or 
stories of lasting importance are dashed off at one sitting and 
published without change. Most authors write, rewrite, and 
rewrite again. Each time they read over their literary effort 
they find new room for improvement. In fact, few authors 
are fully satisfied with anything they have written even after 
it gets into print—they usually see changes that should have 
been made even then. 

Similarly, very few pieces of advertising copy are ready 
for the printer or processer as soon as they have been written. 
The best method is to put the copy away for a day or two, 
then come back to it with a fresh viewpoint. You'll probably 
find that, in the heat of composition, you have missed one or 
two good sales points. Or, perhaps, you may have waxed 
just a bit too enthusiastic—you may have made your claims 
just a bit too strong, so strong that you and your institution 
would have trouble backing them up. 

There is no definite number of times a story, an article, 
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or a piece of advertising copy should be rewritten, of course. 
oo many factors enter into this—the author and his abilities, 
the subject matter, the use to which the piece is to be put, etc. 
No piece of writing, however, should be subjected to so many 
revisions that it loses its freshness, its spontaneity. But is is 
safe to say that most any piece can stand a rereading by the 
author after it has had time to cool, and that a number of 
changes for the best will most certainly suggest themselves 
automatically. 


SUMMARY 


1. The actual writing job can be simplifiied by attention 
to a few basic points applicable to writing effective copy of 
all kinds: (1) visualization of your prospect; (2) simplicity; 
(3) vocabulary limitations; (4) selection of currently mean- 
ingful, vital words; (5) use of the “you” attitude; (6) sum- 
marization wherever possible; (7) careful revision after the 
copy had time to cool. 

2. Visualize your prospect. Write to an individual, not to 
a mailing list. Select a typical person who is on the mailing 
list, or a typical acquaintance who is representative of those 
on your mailing list, and write your copy to that person. 
Copy should be personal, though not excessively familiar. 

4. Copy should be simple, both as to structure and vocabu- 
lary. Sentences and paragraphs should be short, and techni- 
‘al terms, even though familiar to you, should never be used 
without a full explanation. No part of your copy should be 
so complicated as to require much concentration on the part 
of the reader. 

4. Watch your vocabulary—remember that although the 
average reader may possibly be acquainted wit a larger 
number of words, he probably knows only around 10,000. 
Use only those words which the av erage reader knows. Milton 
was able to get his ideas across using only about 8,000 words 
—you can limit your writing vocabulary without much 
trouble, and you'll do a far more effective job. 

5. Use currently meaningful words. Watch such maga- 
zines as Time, Life, and the New Yorker; such columnists as 

» Walter Winchell and Westbrook Pegler; pay more attention 
to your daily papers, the radio, and the movies. Analyze 
and remember the new terms and new slants on old terms 
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created by these publications, men, and media. Use words 
that have exactly the associational response you intend. 

Use vital, living, moving, action-stimulating words. 
Study the above publications, both editorial content and ad- 
vertising copy, and see how effectively they use words to 
paint pictures in the minds of their readers. 

7. Use the “you” attitude in your copy. Only about ten 
percent of your copy should be concerned with details regard- 
ing your bank or the service; the other ninety per cent should 
be regarding what the service will do for your reader. 

8. Summarize whenever possible. Help your reader get 
the full picture—at the end of your letter or folder, stress the 
point of greatest interest to him, and summarize the other 
advantages, benefits, sales arguments, etc., you have dis- 
cussed previously. 

9. Let your copy cool and then reread it carefully and re- 
vise it. Don’t however, subject it to so many revisions that 
it will lose its freshness, its spontaneity. 


Vi 
MECHANICAL DETAILS 


While clothes may not make the man, we must all admit 
that they play a large port in determining both the reception 
that men will get, and the first reaction to his proposals. And 
first reactions, while not necessarily lasting, are certainly very 
influential in determining the amount of credence to be given 
a person. 

Similarly with direct mail. You may have the finest copy 
possible, yet of you send it out in an unattractive envelope, 
with sloppy addressing, you automatically have one strike on 
that copy from the start. Then, when the recipient opens 
the envelope, if he finds that your direct mail piece itself is 
sloppy in appearance, crowded, difficult to read, ete., the in- 
trinsic beauties of your copy will hardly stand much chance 
of being found appreciated by the prospect. 

Thus, attention to various mechanical details is quite 
essential to the success of any mailing piece. This includes 
attention to: the envelope and its addressing; the process by 
which the letters are produced; the signature; the typog- 
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raphy, stock, color, and general appearance of a folder; the 
number of pieces in the envelope; the time the mailing reaches 
the prospect; etc. 


THE ENVELOPE 

First, make sure that the appearance of the envelope con- 
taining your mailing effort leaves nothing to be desired. Re- 
member, it is the first thing your prospect sees. If it is of poor 
quality stock, poorly imprinted with your return address, 
and sloppily addresed, it stands about as much chance of a 
favorable reception as would a tramp in torn and filthy 
clothing. If it is of good quality, nicely imprinted, neatly 
and correctly addressed, it will make a favorable first im- 
pression on the recipient. 

The matter of addressing is particularly important. ‘To 
begin with, be absolutely certain that the prospect's name is 
spelled correctly, that you use “Mr.,” “Miss,” “Mrs.,” or 

“Dr.” correctly, and that you have the right address. A per- 
son’s name is important to him—he dislikes to have it mis- 
spelled, to be addressed as “Mr.” instead of “Dr.,” ete. 

Next, give a little thought to the way the envelope is 


addressed. Why not set the prospect’s name off a bit—give 
it a little more prominence than is usually done when the 
single-space block system is used. Here’s the way the usual 
method appears; 


Mr. John Jones 
1011 South St. 
Oakville, Texas 


Why not double space, giving the man’s name a bit more 
space, avoiding a crowded appearance, making it easier for 
the Postoffice employes to sort and mail, ete., thus: 

Mr. John Jones 

1011 South St. 

Oakville, Texas 


And, if the prospect has a title, be sure to give it, and 
don’t abbreviate. His title may be quite important to him— 
give it the importance he may think it deserves—type it out 


in full: 
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Mr. John Jones, President 


Oakville Manufacturing Company 
1432 South Oak Street 


Oakville, Texas 


You'll find that attention to such small details of address- 
ing as these will give your envelope a better appearance, and 
will please the average recipient. 


ENVELOPE ADVERTISING 


An attractive appearing envelope—including your re- 
turn address imprint and effective addressing—has greater 
possibilities than merely determining the reception and first 
reaction of the recipient. Remember, the direct mail you send 
out frequently passes through many hands before it finally 
reaches the prospect to whom it is addressed. It is handled by 
the local postoffice employes, by the prospect’s family or busi- 
ness associates, etc. And many of the people who see only the 
envelope as it passes through their hands are also prospects 
for your service. Unconsciously, if not consciously, they will 
form an impression of your bank by the appearance of your 
mail. Thus, anything you can do to make the envelope in 
which you send direct mail more attractive or effective is of 
advertising and public relations value on a large scale. 

A number of ways of “cashing in” on this factor suggest 
themselves. For example, if you use a machine to print 
metered postage and the postmark instead of individually 
stamping each envelope, you can also arrange to have this 
machine imprint an advertising message, slogan, or trade- 
mark on the envelope at the same time. To cite but a few 
illustrations: The Irvington National Bank, Irvington, New 
Jersey, utilizes their postage meter machine to imprint not 
only the postage and postmark, but a line drawing of their 
bank building, with the message “Irvington’s Oldest & 
Largest Fiancial Institution.” The Cleveland Trust Com- 
pany, Cleveland, Ohio, carried the war-time slogan “Buy 
United States Defense Bonds,” and Bank of America, N. T. 
& S. A., the reminder “Your first line of financial defense 
—-a Bank of America Savings Account.” Pacific National 
Bank of San Francisco, California, carries the meter-imprint 
message “Bank by Mail—Our Bank as Convenient as Your 
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Mail Box,” and that of the First National Bank of San Jose, 
California, reads “Buy War Bonds—Sold by this bank with- 
out cost to the purchaser or government as a patriotic serv- 
ice,” and is illustrated by a cut of the War Bond Minute 
Man. These messages and slogans, of course, may be changed 
from time to time, and generally are by banks making use of 
this advertising policy. A glance at your incoming mail from 
various banks and other organizations will disclose many 
other uses of this method of imprinting advertising on your 
envelopes. 

Similarly, whether you use a postage meter machine, or 
affix actual stamps to your mail, stickers or seals may be used 
to good advantage when you have a campaign on to extend 
vour services. By means of such stickers, affixed to the front 
or back of your envelopes, you can call attention to your 
Christmas Savings Club, at the appropriate time, to your 
Safe Deposit vault; to your special type Checking Accounts. 

The lining of your envelope can also be used for adver- 
tising purposes as well as to give more privacy to the con- 
tents Note how the linings of many bank envelopes you re- 
ceive contain the name of the bank, a picture of the bank, 
advertising slogans, ete. 

Finally, the back of the envelope—generally left blank— 
‘an also be used for advertising. Here, again, vou can carry 
a cut of your building, or any message or slogan you may de- 
sire, advertising vour bank or services to each person through 
whose hands the envelope passes on ‘its way to the addressee. 

In all such cases, it is well to remember that vou can over- 
do the job—you can make the envelope look entirely too 
cheap and commercial if you are not careful to confine your 
efforts to an artistic, attractive presentation. This is merely 
a matter of good judgment—a matter of drawing the line 
between good taste and bad, 

The envelope, however, does offer a most fertile field for 
carrying some advertising—a better field than the letterhead, 
since advertising on the letterhead is apt to detract from the 
typed message itself. 


Your LEtTrers 


Make sure that your letters are on good stock, and that 
your letterhead imprint is indicative of the quality of your 
organization. Then, give some attention to the arrangment 
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of copy on that letter. For example, follow the sames rules 
of correct spelling of name, no abbreviation of title, ete., in 
the addressing of the letter that vou do on the envelope. It 
would not, of course, be proper to double space the address of 
the letter. However, you can avoid a crowded appearance 
by deviation a bit from the usual procedure. For example, 
the usual letter starts like this: 
Mr. John Jones 


1011 South St. 
Oakville, Texas 


Dear Mr. Jones: 


Not so many years from now, that bouncing baby boy of yours 
will be a husky, energetic, eager young man. 

He’ll be watching for the first bit of fuzz to appear on his face, 
anxious to pounce upon it with... 


Why not break this up a bit—allow more white space—get 
away from all semblance of crowding? You can do this by 
skipping three lines instead of two above and below the salu- 
tation, and by indenting fifteen spaces instead of five for each 
paragraph. Note the following: 

Mr. John Jones 


1011 South St. 
Oakville, Texas 


Dear Mr. Jones: 


Not so many years from now, that bouncing baby 
boy of yours will be a husky, energetic, eager young man. 

He'll be watching for the first bit of fuzz to appear 
on his face, anxious’ to pounce upon it. 


Notice how much more interesting and readable such an 
arrangement is? It doesn’t look crowded—it looks, and is, 
easy to read. 

Of especial importance is the form in which you send 
letters out — mimeographed, multigraphed, written from 
stencil on an electric typew riter, personally written, etc. 

Personally ared by many adverti- 
sers — I do not believe that a mimeographed letter, even 
though the prospect’s name and address and salutation have 
been filled in, has any place in a bank’s direct mail effort. If 
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you are trying to create the impression that you are writing 
the prospect a personal letter, stay away from a mimeo- 
graphed job. Even the layman, after one glance retains 
little doubt about the mimeographed letter. And, in most 
cases, if he did believe it to be a personally typed letter, he 
would have grounds to question your bank’s efficiency, for 
what he might believe to be the typing would certainly look 
as though your typewriter badly needed cleaning. 

And, unless you are willing to take, or pay for, unusual 
care in matching the address and salutation to the body, a 
multigraphed letter is equally questionable. It takes con- 
siderable time and skill to get a perfect match between the 
typed-in address and salutation, and the multigraphed body; 
and even then an experienced person can always detect the 
difference. 

This leaves two methods of procedure if you want to con- 
vey the impression that you have written the prospect a per- 
sonal letter—the form letter written on an automatic electric 
typewriter from a prepared stencil, and the acti 
ally typed letter. 

The former is a real time-saver, and 

care on the operator’s part does an®xce ei By thi 
method, the operator types in the addr ca atiory, 
Me 

bel 


“a 
4 
. 


(even parts of the body of the letter if d t 
same type and ribbon as the rest of the Be Not? 

form letter stencil through the machine and Na NU as 

of the job. The personally typed letter, of cow ds a 
comment. It is actually what the rest merely sim 4 Oo 


After all, the placing of your copy on a letterhead is gen- : 
erally done with the idea of creating the impression in the 
recipient’s mind that you are writing him a personal letter. 
Why, then, use either mimeograph or multigraph (unless the 
latter is exceedingly well done), when the very appearance 
of the letter gives the lie to what you are trying to 
accomplish / 

It is not bad for a prospect to receive a patently processed 
letter from, say a national magazine whose mailing list may 
consist of hundreds of thousands of names. The prospect 
realizes in most instances, although many still do resent the 
implication that their intellegence may not be sufficient to de- 
tect the fact that it isn’t a personal letter. 


ra) 
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BankK PERsONAL INTEREST F ACTOR 


With a bank, however, it is different. In the first place, 
the bank operates locally—it doesn’t have hundreds of thou- 
sands of prospects in most cases. Thus it is less of a mechani- 
‘al problem to get out its mailing pieces. Second, the subject 
of banking is a more personal one to most individuals — it 
touches their pocketbooks and there future welfare. Before 
they entrust their money, or the welfare of the possessions 
or families to an institution, they want to be sure that that in- 
stitution takes a personal interest in them and their problems. 
They don’t want to be just a name on the bank’s mailing or 
customer list. They want to be considered as individuals. 
So it is with your direct mail effort—you'll accomplish just 
as much by merely mailing a printed folder as you will by 
sending out a letter that, upon cursory examination, proves 
to be no more than a mass mailing piece. In either case, you'll 
not get very far in your endeavor to prove to the recipient 
that vou look upon him as an individual and are interested in 
his personal problems and welfare. You'll merely be advis- 
ing him that you have a service available to him and to thou- 
sands of others. 

While more expensive, and more time-consuming, the 
automatic written and filled in letter, or the actually person- 
ally typed letter—assuming that really good copy is used, of 
course—will do you far more good than other types of direct 
mail effort. ‘They will carry some semblance of proof to the 
prospect that you look upon him not as just a name, but as 
an individual; that you are not just broadcasting the details 
of an available service, but that you have looked into has 
problems and found a way that that service will benefit him, 
his family or his business. 


SIGNATURE 


Many banks and other advertisers make the mistake of 
going to considerable trouble and expense to get up a good 
form letter, have it personally typed (or handled on an elec- 
tric typewriter), and then spoil the effect completely by using 
a rubber stamp or other mechanical device to sign the letter. 
Here, again, the obvious effect upon the recipient is the reali- 
zation that the writer didn’t care enough about him or his 
problems to bother signing the letter. 
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Of course, it’s more trouble to personally sign each letter, 
but again if you are going to attempt to convey the impres- 
sion that you are addressing the prospect personally, you 
must carry this out to the last detail, which includes actually 
signing the letter. This can often be handled by having one 
or more people practice writing your signature until they can 
practically duplicate it, then splitting up the letters between 
them to save time and effort. It should be kept in mind, how- 
ever, that your usual signature should be closely approxi- 
mated to each letter, since some recipients are likely to be 
familiar wih its appearance and will quickly detect any 
marked difference and discount the letter accordingly. 


SIGNATURE TYPING 


Finally, when you or one of your officers or department 
managers sign the letter, be sure that the name of the signer 
is either printed cn the letterhead (preferably in the upper 
left), or typed below the space left for the signature. It is 
especially annoying to recieve a letter and not know who it is 
from because the signature, as it so frequently happens, is 
illegible. This is particularly true when the letter invites you 
to come in and see the signer, or to write him for further in- 
formation. You'd like to know who invited you to come in 
or write, and you hate to take time off to decipher the signa- 
ture, holding it this way and that in an endeavor to learn who 
you should ask for or address. In fact, most people just 
won't take the trouble to decipher it—they’ll give up and 
throw the letter away, and you can hardly blame them. 

It will pay to give thought to such details, even though 

ach of them is small in itself. Go through the letters you 
receive, and pick out the points you like and dislike, then in- 
corporate the former and eliminate the latter from your own 
direct mail efforts. 


Foupers, Book iets, Erc. 


Mechanical points to be watched on direct mail pieces 
other than letters—such as folders, booklets, blotters, ete.—- 
include the following. 

Avoid a crowded appearance at all times. As with your 
letters, space out copy on all printed pieces. Either enlarge 


THE BANKERS MAGAZINE for November, 1942 





the piece, or cut down on the amount of copy so there will be 
no apparent effort involved on the part of the recipient to 
read your message. 

Be especially careful of the size of your type in mail 
pieces directed to older persons. Remember that their eyes 
aren’t as keen as they used to be, and that small type will soon 
tire them, or will discourage them from reading the piece 
right from the start. This, “of course, is particularly true of 
Trust advertising, since it is generally directed to older per- 
Sons. 


Tyre Fack PERSONALITY 


In the selection of your type faces, keep in mind that each 
type face has its own personality—each one conveys a certain 
feeling, elicits a certain psychological response from the av- 
erage reader. Your own reaction to a type face is a good 
guide, or your local typographer or printer can usually offer 
helpful suggestions along this line. As examples of type 
personality, Eugene de Lopatecki, in his excellent book 
“Advertising Layout and Typography” (published by The 
Ronald Press Company, New York), suggests that Bodoni 
has a dignified, austere personality; Goudy Oldstyle is ele- 
gant, althongh a bit feminine; Futura is modern, ‘graceful; 
Scotch is honest and matter-of-fact; Caslon is sympathetic. 
warm. An analysis of your personal reactions to other type 
faces, when you have this matter in mind, will disclose new 
and interesting fields to you, and enable you to add to the 
effectiveness of your direct mail folders through discrimina- 
ting selection of type. 


STock 


Don’t use paper that is not indicative of the quality of 
your institution. This need not be carried out to quite the 
extent some banks go — to the point of using only the most 
expensive paper on the market. Few laymen are familiar 
with paper stocks to the point of being able to appreciate 
the finer points of the higher and more sostly grades. Most 
everyone, however, knows the very cheapest grades of paper 
when he sees or feels them, and judges the advertiser accord- 
ingly. 
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Another point in this connection is the careful selection 
of paper stock with your prospect’s eyesight again in mind. 
For the older prospect, never use an enamel or other shiny 
surface paper. Such a stock picks up and reflects the light 
unless it is held just so by the reader, and is therefore hard 
on the eyes. It is best to use a dull finish for Trust and other 
direct mail pieces to older persons. 


Conor LEGIBILITY 


When you use more than one color ink on a mailing piece 
it s well to have a color-legibility chart before you, or to talk 
this matter over with the printer; also to have a knowledge of 
the psychology of color (discussed later) to aid you in the 
proper selection for each particular advertising piece. 

There are certain color combinations more effective than 
others in speedy, effortless transfer of printed messages to 
the brain for registry. The following list is one prepared by 
The Lovie Paper Company, with the note that “it is subject 
to certain individuality-exceptions; for example: some people 
are unwaveringly partial to specific hues, and this prejudice 


naturally influences their judgment.” This listing shows the 
ten most effective combinations, in the order of their legibility 
and acceptance to the eye, with the aforementioned individu- 
ality-exceptions, of course: 


1. Black on yellow 
2. Green on white 
Blue on white 
Red on white 
White on blue 
Black on white 
Yellow on black 
White on red 
White on green 
White on black 


Da wo ke w 


— 
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Cotor PsycHOLOGY 


Similarly, the psychological effect of color is especially 
imoprtant. Color today, is a science—it has its laws and its 
proven effects. Color, being a nerve sensation, has an un- 
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conscious effect upon the observer’s mind and actions. An 
entire article or book could be written upon this phase of ad- 
vertising, but possibly a few examples will be sufficient to 
illustrate the psychological effects of color, and stimulate 
further thought along this line. 

Even the layman today knows that white conveys a feel- 
ing of purity, spiritual superiority, or physical cleanliness: 
that purple conveys a feeling of richness, tranquility, solem- 
nity, or royalty: blue is cooling, serene; green is restful, 
neutralizing, soothing; orange or yellow is heating; red 
arouses, excites, stimulates, etc. These are, of course, very 
general descriptions, but help to illustrate the possibilities of 
color and the importance of studying and using it properly, 
not only to get a pleasing effect, but to accentuate important 
parts of your advertising piece, and to elicit the desired re- 
action from the prospect. 


Maine DaTEs 


is P ; _ 
Watch your mailing dates—don’t mail to arrive on a 
Monday, Saturday, or the day after a holiday. Attention to 


this detail will save you a great deal in the long run, for no 
matter how good your mailing piece may be, it doesn’t stand 
nearly so much chance if it reaches a prospect on a day when 
he is busy—when his time and attention are taken up with 
other matters. It is easy to figure this out ahead, and to mail 
your letters or folders at such a time that they will reach vour 
prospect when he is least busy, 


Don’t Cram 


Many advertisers feel that they should cram as much ad- 
vertising into an envelope as they possibly can without in- 
creasing to postage cost. In other words, they hate to see 
some of their postage money go to waste, and to avoid that 
they will add two or three extra folders or circulars in an en- 
velope. wishfully thinking that out of that quantity at least 
one piece may be of some interest to the recipient. 

The experience of Time magazine again is of interest in 
this connection. When Time was new and people didn't 
understand just what a news magazine was, they got best 
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results from explanatory circulars. Now that most everyone 
knows the purpose of Time, they get better results from let- 
ters than from circulars. And, they find that enclosing a 
circular reduces the percentage of returns rather than in- 
creasing it. 

Many other advertisers have likewise found that stuffing 
their direct mail envelopes with a large number and variety 
of pieces reduces their returns. This practice dismays the 
recipient upon opening the envelope, and leaves no doubt 
whatever in his mind that this is a mass advertising effort, 
not a personal letter. Also, it confuses the recipient — while 
the letter and one circular may be upon one subject, the other 
folders are on different services, and his attention is dis- 
tributed among them, not centered upon the specific service 
the letter is attempting to sell. That is, his attention is divi- 
ded, if he is not completely discouraged at the very start and 
the whole thing chucked into the wastebasket. 

In short, don’t be ‘ ‘penny wise and pound foolish,” and 
cram a number of pieces into your envelope just to get your 
postage worth out of the Postoffice Department. Don’t give 
your prospect so much to read that he'll give up in dis- 
couragement. You needn’t try to sell all of your services 
at once. Concentrate on the most appropriate service — the 
one your prospect can best use to his own advantage at this 
time. If you bring him in as a customer for that service 


you'll have a greater opportunity to sell him on your other 
services later. 


TESTING 


One possibility to keep in mind, for use in many instances, 
is that of testing vour direct mail effort. If you are getting 
out a large number of pieces—spending quite a bit of money 
on a campaign to a good many prospects—it’s a good idea 
to be sure of the effectiveness of the mailing first. One way 
to do this-is to actually try it out on a selected small list of 
prospects representative of the larger list. Try it on one 
hundred or five hundred names carefully chosen from the 
larger list—chosen not because you think they are the most 
likely to respond, but because they are a representative cross- 
section of that group. See how these people react to the mail- 
ing. If you have a couple of good mailing pieces and are 
having difficulty deciding between them for use on a large 
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mailing list, try both out on the smaller representative group 
half and hz and see which pulls the best, which brings 
in the best response. 

Through such preliminary testing on a representative 
group, you can determine many things. First, you can ascer- 
tain which of two or more pieces pulls the best. Second, you 
‘an learn whether the mailing is going to do a really good job 
on the larger list, or if it should be revised and perhaps tested 
again. ‘Third, you can tell, by the response and specific ques- 
tions asked, whether the mailing is complete enough, clear 
enough. Finally you can tell the approximate number of 
requests you are likely to get from the entire list, and can 
then judge with some accuracy how many pieces should be 
sent out at a time without unduly crowding your contact men 
or your follow-up facilities. 


Fot.tow-Up PREPARATIONS 


Finally, you must plan your follow-up well in advance 
of the actual mailing of your initial effort. While we have 
discussed this at some length, it is of sufficient importance to 
deserve repetition at this point. 

Have everything ready to probably follow up the inqui- 
ries that your direct mail effort will bring in. For example, 
if your mailing piece mentions a booklet giving full details 
regarding a service, and you invite the recipient to write for 
that booklet, be sure you not only have a supply of the book- 
lets ready to send out, but also good copy prepared for an 
accompanying letter acknowledging the request, telling the 
prospect that the booklet is enclosed or coming under separate 
cover, perhaps pointing out a few items of exceptional in- 
terest to the prospect in that booklet, and containing an addi- 
tional sales message calling for some further action on the 
part of the recipient. This further action might logically con- 
sist of a return card to be sent by the prospect inviting a 
contact man to call in person. 

In addition to the above, you should have one or more 
follow-up letters prepared so you can get them out to the in- 
quiring prospect at the right time or times after he has had 
an opportunity to read over the booklet he asked for. 

Follow-up effort should never be delayed for any reason. 
The inquiries you receive from any mailing piece cost you 
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real money, and only through adequate follow-up can you 
“cash in” on your initial exependiture. Your first letter to 
the prospect implies that you have a booklet or other piece 
ready for him if he will just write you. He will not under- 
stand or appreciate a delay after he has taken the trouble to 
comply with your suggestion. And just mailing the booklet 
requested is far from sufficient effort. You should continue 
to show your personal interest in the prospect by personally 
acknowledging his request, showing interest and appreciation 
of his particular problems, etc., to maintain the personal 
touch. 

The same is true if your initial letter asks the recipient for 
permission to have a representative of your bank call on him 
in person. Make sure you have enough trained contact men 
available to handle all such matters promptly—by cutting 
down on the quantity of mail sent out at one time if nesessary. 

In short, make certain that you are finally prepared to do 
everything possible to turn all responses into actual sales of 
your service, and to do this promptly. You can’t afford to 
delay until the prospect has forgotten the whole matter, or 
until he has reached the conclusion that you just aren’t very 
interested in him after all. 


SUMMARY 


1. Attention to various mechanical details is quite essen- 
tial to the success of any direct mail effort. This includes 
attention to: the envelope and its addressing, the process by 
which letters are produced; the signature; the typography, 
stock, color and general appearance of a folder; the number 
of pieces in the envelope; the time the mailing piece reaches 
the prospect; adequate follow-up; etc. 


2. Be sure your envelope is of good quality stock, neatly 
addressed with correctly spelled name and right address, and 
properly spaced te enhance appearance. 


3. Make use of the advertising possibilities of your enve- 
lope by utilizing your postage meter machine to imprint 
slogans or messages, or by affixing seals or stickers. The 
lining of the envelope, and the back of the envelope also offers 
advertising possibilities. 
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4. Be sure your letters are on good stock, with attractively 
imprinted letterhead. Make certain that name of prospect 
is spelled correctly. Space out your copy to avoid crowded 
appearance. 


5. To retain the effect of a personal letter, be wary of 
mimeographed or multigraphed letters—better use electri- 
‘ally typed or actual personally typed letters. Let your 
prospect feel that vou were interested enough to write him a 
really personal letter. 


. Watch the signature on your letters—never use a rub- 
ber stamp or other obviously mechanical signing process. 
Have each letter signed individually, and be sure name of 
signer is either printed on the letterhead or typed underneath 
the signature to avoid reader confusion. 


7. In your printed mail pieces (folders, booklets, blotters 
etc.), avoid a crowded apparance at all times—enlarge the 
piece or cut down amount of copy so piece looks inviting. 
sasv to read. 


8. Be careful of the size of type and paper stock used for 


pieces going to older persons. Don’t use such small type it 
will tire their eves or discourage them from reading; don’t 
use glossy finish stock that reflects the light and makes it 
difficult to read copy. 


9. Watch your type face personalities—learn to judge 
the personality of a type face yourself, or seek guidance from 
your typographer. Use the type face that conveys just the 
feeling that you want. 


10. Watch color combination legibility — choose those 
color combinations most effective in transferring your mes- 
sage to the brain of the reader. 


11. Give attention to color psychology—use colors not 
only to get a pleasing effect, but to accentuate important 
parts of your advertising piece, and to elicit the desired psy- 
chological reaction from the prospect. 


. Don’t send mail out to arrive on a Monday, Saturday, 
or the day after a holiday. Arrange your mailing date so 
mail will arrive when prospect is least busy. 
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13. Don’t cram a number of different pieces into your 
mailing envelope just to save postage. Concentrate on one 
service at a time, using the fewest possible pieces. If you 
sell prospect on that service, you'll have more opportunity to 
sell him on others later on. 


14. When you are planning a mailing to a large number 
of prospects, or when you have difficulty choosing between 
two mailing pieces, try testing on a small group first. Select 
this small group from the larger mailing list, choose repre- 
sentative people. 


15. Plan your follow-up effort well in advance of the 
initial mailing. Make sure vou have available whatever may be 
necessary—booklets, contact men, letters acknowledging re- 
quest for booklet or personal call, later letters to follow 
through, etc. Never permit any delay to occur in following 
up a response from a prospect. 
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INANCING of the war effort, as this 

relates to banks and the national 

economy, and bank codperation in 
rationing, are the principal problems at 
the mid-month period in this tenth 
month of war. There is no indication 
that either of these two problems will 
lessen much in interest during the next 
few months. Treasury financing and 
taxes will be continuous until the war 
is won. Bank-rationing is just beginning 
to develop. 

According to Stacy May, Director of 
Statistics, War Production Board, the 
total financed war program of the 
United States is now approximately $230 
billions. Last December it was only $80 
billion. 

It is now estimated that we shall 
spend upon the war this year something 
like $55 billions, or over one-third of 
our gross national output. This will 
come close to quadrupling our accom- 
plishment in 1941; and by the end of 
1941 our total war effort, on the 
economic side, had substantially equaled 
our entire accomplishment in World 
War I. To reach our 1942 goal our 
rate of war expenditures next December 
will absorb approximately 45 per cent 
of everything that is available, which 
will bring our effort, upon a compara- 
tive basis, into line with the percentage 
of total resources devoted to war that 
now prevails in England. Next year 
our war outlays alone should reach a 
total of better than $90 billions, an 
amount that is within 10 per cent of the 
total gross national product in the 


IN 
WASHINGTON 


By Our 
WASHINGTON CORRESPONDENT 


recent year 1938 after making due allow- 
ance for the change in the price level. 

This gives some slight conception (if 
billions of dollars can be visualized) of 
the problem facing the Treasury—and 
the banks. It also indicates the prob- 
able severity of the tax load that is 
ahead. With the new tax bill going 
into effect, with control over wages, 
salaries and corporation income, the 
war is now bearing down heavy on the 
American ecopomy. 

The banks of the nation are the reser- 
voir of credit for war financing. Indi- 
vidual savings are next, whether these 
are used to meet taxes or to buy Govern- 
ment War Bonds. But no matter how 
desirable it is for the people to carry 
the major load, in practice, the banks 
must do so. And in this war, unlike 
the last, it is the stated official policy 
of the Treasury that such bank financ- 
ing be done at low cost. 

In World War I, the various Liberty 
Bond issues were offered at progres- 
sively higher interest rates. Not so for 
World War II. The interest rate is to 
be 2 per cent for the bank type of bond 
running to about 10 years. It is not to 
be more than 2 per cent no matter how 
much financing is necessary. It will 
be the patriotic duty of the banks to 
subscribe. So the Treasury has stated 
in almost these words. 

Said Undersecretary of the Treasury 
Bell: “We should borrow from commer- 
cial banks only on a residual basis— 
that is, to resort to the commercial 
banks only after every effort has been 
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American Foreign Trade 
carries on 


Despite exchange regulations, export licensing, and war-time 
hazards, American foreign trade carries on. Many changes 
are taking place, however, particularly in the origin of our 
imports and the destination of our exports. All these con- 
tinually changing situations call for meticulous care by 
those engaged in foreign trade. 

The Foreign Department of the Manufacturers Trust 
Company continues its active role of facilitating the move- 
ment of merchandise between countries. Customers find 
our highly trained staff increasingly valuable in coping 
with the ever changing conditions. 

Domestic banks are cordially invited to make full use 
of our extensive facilities. They are assured of efficient and 
friendly service. 


MANUFACTURERS TRUST COMPANY 


PRINCIPAL OFFICE AND FOREIGN DEPARTMENT 
55 BROAD STREET, NEW YORK 


© 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 
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made to finance the deficit from other 
sources. We desire—in so far as we 
are able—neither to create new money 
nor to activate old money.” He also 
stated that “in securities of over one- 
year maturity, we have continued to 
offer the banks Treasury notes, and 
Treasury bonds with a term of not over 
ten years. This means a maximum rate 
of 2 per cent on Treasury bonds sold to 
commercial banks.” 

It is no secret that the banks have 
sought, and expected, to secure a higher 
rate of interest as they have subscribed 
to billions of dollars of bonds, certifi- 
cates and notes, each month. On this 
Mr. Bell reminded the banks of certain 
facts, namely: 

“The costs incurred by the banks in 
making loans direct to the Government, 
and in handling the increased deposits 
resulting from these loans, are small.” 
And he adds: “From the point of view 
of the cost of financing the war, interest 
rates should be kept as low as com- 
patible with the objective of financing 


the war as much as possible outside of 
commercial banks.” 
What are the alternatives in Govern- 


ment financing? Not that the Treasury 
is intimating that there are any, but 
other officials are. Dr. Thomas K. Hitch, 
of the Bureau of Foreign and Domestic 
Commerce, has given his conclusions, 
some of which provide clear hints of 
the probable course ahead: 

1. Finance “as largely as possible, 
though not entirely, by taxation.” This 
taxing program will “lessen the neces- 
sity for extensive and prolonged price 
controls and rationing throughout the 
entire economy.” 

2. Put remaining excess purchasing 
power into Government bond purchases 
—“ made compulsory if and when neces- 
sary.” 

3. Funds needed by the Government 
over and above those raised by taxation 
and by bond purchases “can be raised 
by bond sales (perhaps compulsory, 
though compulsion here is less neces- 
sary for obvious reasons) to cor- 


porations, insurance companies, savings 
banks, fiduciaries.” 

4. If these sources do not meet the 
Government’s needs, “any additional 
sums can safely be raised by bond sales 
to commercial banks.” 

5. “Depending upon the willingness 
of the people consciously to make sacri- 
fices which cannot in any case be 
avoided, it might be deemed wise pro- 
cedure to immobilize excess purchasing 
power first by means of over-all price 
controls and general rationing, and then 
second, divert these usable funds to the 
Government by taxation and borrowing. 
Rationing can of course serve as a com- 
plement to fiscal policy in distributing 
the necessary war sacrifices.” 

The revealing comments of Dr. Hitch 
bring the subject to rationing. Eighteen 
banks in the mid-state area of New York 
are now cooperating with the Office of 
Price Administration in making their 
facilities available in order that ration- 
ing of commodities shall operate 
smoothly. The experiment in New York 
State is the beginning of a program that 
will extend across the nation, as the war 
continues. 

The New York State banks are doing 
a job in mechanics which is important 
in the expansion of the rationing pro- 
gram. A smooth operating rationing 
system will aid in the control of infla- 
tion and of financing. according to Gov- 
ernment officials. 

But the mere rationing of exact 
amounts in pounds of goods or in 
quarts, or in yards of cloth, are not the 
only perspective being contemplated, 
either at the OPA or by Dr. Hitch when 
he said that “rationing can of course 
also serve as a complement to fiscal 
policy in distributing the necessary war 
sacrifices.” 

Included in that sentence is the idea 
of “point rationing.” Point rationing is 
designed to equalize, to a greater extent 
that is held possible under the dollars 
and cents basis, of degrees of wealth and 
social status. Dollars cease to be of first 
importance under point rationing. The 
device makes it possible to equalize “the 
necessary war sacrifices.” 
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The New York State banks are, how- 
ever, cooperating in handling the ration 
coupons. They are opening ration 
accounts for the merchants who receive 
coupons from consumers. These ration 
accounts can be drawn upon by means 
of vouchers or ration checks. These 
checks are used by the merchants to 
order new supplies. The check repre- 
sents so many hundreds or thousands of 
ration coupons. 

It is now frankly admitted, as was 
earlier forecast in these pages, that the 
experiment in New York is preliminary 
to nation--wide employment of all the 
banks in the rationing system. That 
will come as more and more items are 
added to the rationed list of com- 
modities. 


Other Problems 


Other phases of the banking picture 
in the National Capital concern efforts 
of the country banks to work out some 
means of understanding over the com- 
petitive elements of the Farm Credit 
Administration’s program. A committee 
of bankers from the Mid-West visited 
Washington for this purpose, but while 
they were well treated they obtained 
little real satisfaction. They must still 
seek for themselves a solution of their 
programs. 

The problem of aiding the “small 
business” man is again a subject of 
Congressional study, with no solution 
in sight. The American Bankers Asso- 
ciation has been asked to testify before 
the Special Senate Committee on Small 
Business. Certain credit problems are 
involved, such as aid during the war as 
consumer business languishes and credit 
for the Post War period. 

Manpower policy is still undeter- 
mined. The military draft is slightly 
clarified by decision to take the 18 and 
19 year old youth. However, no coérdi- 
nated policy relative to draft for war 
and draft for industry, is stated. Until 
this is decided the problem remains and 
confusion continues. 
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The Practical Operation 
of a 


Small Bank’s Credit 


Function 


By 
JOHN WETZEL 
Comptroller, 


The Bayside National 
Bank, Bayside, N. Y. 


ERE at last is a book on bank 

credit procedure for the use of 
smaller banks. In writing it the 
author had in mind the small 
interior bank with total assets of 
from one to ten millions, employ- 
ing in its credit department a 
maximum personnel of an execu- 
tive officer and one or two clerks. 


It is intended to be a manual of 
operations——a manual that will 
meet the restrictions of a small 
bank’s credit facilities and yet be 
consistent in its recommended 
procedure with good credit man- 
agement practices and able to 
stand the test of bad times with a 
minimum of loss. 


Send for a copy on 5 days’ 
approval and judge for yourself its 
every-day usefulness in your bank. 


Price $1.75 delivered 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 
Please send me on approval a copy of 
“The Practical Operation of a Small 
Bank's Credit Function” by John Wet- 
zel. At the end of 5 days I will either 
remit $1.75 or return the book. 
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Investment 
and Finance 


EpitEp By OSCAR LASDON 


Finance 


Treasury 


OT since the banking panic of 
1933 has a Treasury flotation met 
with the unfavorable reception 

accorded the $4 billion October offering. 

This offering, consisting of nine and 
one-half year 2 per cent bonds and fifty 
month 14 per cent notes, was over- 
subscribed by only $100 million. Over- 
subscription was achieved, according to 
some market observers, only after a good 
deal of last minute effort. And when 
one considers that many institutions fol- 
lowed the usual practice of padding 
their subscriptions, anticipating that 
some quota allotment would be received, 
the results of the financing look even 
worse. Lack of adequate response may 
be judged from the fact that Treasury 
flotations are normally 50 per cent over- 
subscribed. 

An aftermath of the financing opera- 
tion was heavy purchasing of Federal 
issues by the Reserve banks, which were 
called upon to absorb large-scale sell- 
ing. The Reserve banks now hold the 
largest total of Government bonds in 
their history. 

Analysis of the flotation shows that 
the notes met with much more favor than 
the bonds—relatively and otherwise. 
Although it might have been anticipated 
that bond subscriptions should be much 
heavier, the result was not in line with 
such expectations: note subscriptions 
actually exceeded bond subscriptions 
by about $200 million. 

Further examination reveals that non- 
banking lenders accounted for only 25 


per cent of total subscriptions. Non- 
banking investors and small commer- 
cial banking institutions evinced con- 
siderable lack of interest in the longer- 
term issue. Of total commercial bank 
subscr’ tions, institutions in the money 
centers, New York and _ Chicago, 
accounted for about 60 per cent of the 
response. Banks in these areas, it may 
be noted, hold less than one-third of the 
nation’s commercial banking deposits. 
On the other hand, interior banks with 
the larger share of the country’s bank 
deposits, were not active subscribers. 

Treasury officials had been well aware 
of the marked preference on the part 
of the commercial banks for a longer 
term 214 per cent issue. Neverthe- 
less, the Treasury insisted on following 
its own desires. Then, after the financ- 
ing operation had been concluded, it 
attempted to justify its choice by call- 
ing attention to the interest saving in- 
volved (only about $10,000,000) and 
the fact that subscription books had 
been open for only two days. 

The Secretary of the Treasury ex- 
pressed himself thus: “After very care- 
ful consideration of all the factors on 
the part of the Federal Reserve open 
market committee and the Treasury, we 
decided it to be in the best interest of 
all the citizens of this country that we 
offer to the financial community a 74 
to 914 year 2 per cent bond. Now that 
we have successfully raised $4 billion 
at this 2 per cent rate, with the codpera- 
tion of the investors of this country, I 
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—_ ) ed @® That this Bank, in keeping with 


the Mutual Savings Bank ideal, shall continue every effort to encour- 
age and guide public co-operation in the war program, to promote 
the sale of War Bonds and Stamps; to support the Government in 
financing the war program; and also to educate the public that volun- 
tary saving is the traditionally American way to build individual 
security and national progress. 
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sincerely hope we will be able to con- 
tinue to finance the war in this range— 
7 to 10 years—at 2 per cent. If we are 
able to accomplish it, as I sincerely 
hope we will be, we will save not only 
this generation but future generations 
many millions of dollars in interest on 
the public debt.” 

At this point, a number of pertinent 
questions may be asked: “Is the slight 
interest saving that important? Isn't 
it more important that issues be priced 
less sharply so that they will have 
greater attraction for non-banking in- 
vestors, and for the smaller banks 
throughout the country who are able to 
do much more extensive purchasing?” 

This policy on the part of the Treas- 
ury is fraught with danger. If it insists 
on over-pricing issues designed for bank 
purchase, the future response will be 
just as discouraging. And a lack of 


adequate response can readily lead to 
the inauguration of a system of com- 
allocation—with every 


pulsory bank 
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being told how much of each new issue 
it must purchase. Inasmuch as free- 
dom of resale is incompatible with such 
a program, it would also be logical to 
expect that such rights would be effec- 
tively restricted. 

Accordingly, if the Treasury con- 
tinues to issue 2 per cent bonds of 
similar maturity, some developments of 
this nature do not appear improbable. 


—_ 


FISCAL POLICY AND POSTWAR 
AIMS 


“Washington Fiscal Policy: Its War 
and Postwar Aims” is explored in the 
October issue of Fortune by Dr. Gerhard 
Colm. Dr. Colm, who is associated with 
the Bureau of the Budget in an advisory 
capacity, points out that postwar objec- 
tives cannot be ignored in devising fiscal 
policies to meet the war situation. Never- 
theless, if war and postwar objectives 
conflict on any particular policy, Dr. 
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Colm agrees that the issue must be 
decided in favor of the former. 

The needs of war finance, the desire 
for a fair distribution of the financial 
burden, and the requirements of the ex- 
pected postwar situation, have evolved 
a formula calling for “heavy war taxes 
on the wealthy and forced borrowing 
from the poor.” 

War finance, it is noted, requires a 
drastic curtailment of private spend- 
ing. And because of the concentration 
of expenditures in the low and middle 
income brackets, a curtailment of the 
spending power of the masses above the 
subsistence level is necessary. In this 
connection, it is observed that about 
two-thirds of consumer expenditures are 
made by people in the $1,000 to 35,000 
income bracket. 

Apparently, such a policy of curtail- 
ing mass spending power comes into 
conflict with the requirements of a fair 
distribution of the war burden—because 
it imposes the greatest sacrifice on those 
least able to bear it. But it remains pos- 
sible, however, to combine the need for 
reduction of mass purchasing power 
with the desire for an equitable dis- 
tribution of the financial burden if 

1—the imposts on the lower and 
middle income groups are levied partly 
at least in the form of forced savings 
rather than completely in the form of 
taxes, and if 

2—in addition, effective progressive 
taxes bearing heavily on the upper in- 
come brackets are levied. 


Postwar Period 


Regarding the postwar period and 
the factor of savings as a postwar 
cushion, Dr. Colm has this to say. “For 
the immediate postwar period we must 


now expect a situation of extreme 
scarcities of supplies in many lines of 
civilian goods as compared with the 
demand that will be forthcoming. The 
first postwar problem will not be too 
different from the war problem: it will 
involve the conversion (or better, 
reconversion) of industry and a control 
of consumers’ demand. If millions of 
people should try to cash in war bonds 


for financing purchases of new automo- 
biles and other goods, which they were 
not acquiring through the war years, 
the threat of a postwar inflation may be 
seriously aggravated. 

“The postwar period of scarcity will 
be of a temporary nature only, though 
it is extremely difficult to venture any 
guess as to the duration of that transi- 
tory period. This period probably will 
be characterized by two features, namely, 
scarcities with upward price pressures, 
on the one hand, and unemployment on 
the other. Measures to facilitate recon- 
version and public reémployment and 
restraining schemes, to cushion unem- 
ployment, will be necessary. 

“It is more difficult to predict the 
economic situation of the second posi- 
war phase, or period of reconstruction. 
If the war should last very long and 
should cause more and more destruc- 
tion in all continents. it may well be 
that civilization will have ‘solved’ the 
problem of oversaving and undercon- 
sumption for a long time to come. It 
may be that a large portion of produc- 
tive forces will be absorbed by recon- 
struction at home and abroad, or that 
the standard of living can recover only 
slowly from its wartime level. Strength- 
ening mass purchasing power would 
then not be necessary. 

“However, it appears more probable 
that in spite of the destruction ensuing 
from a long war, the need of outlets for 
the tremendous productive capacities 
will be experienced again very soon. In 
such a situation, full employment and 
economic development will again de- 
pend on the rise of mass purchasing 
power. At least in that situation—the 
third postwar phase of economic ex- 
pansion — mass purchasing power 
strengthened by gradual liquidation of 
war bonds purchased in large quantities 
under the impetus of forced savings may 
be of great assistance.” 


Corporate Taxation 


In connection with the problem of 
corporate taxation, Dr. Colm observes 
that there are limits to corporate taxa- 
tion and that, in a fully developed war 
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economy, the profit incentive is still 
needed. Its need arises, according to 
the author, not so much to stimulate 
maximum production as to preserve 
economical management. Consequently, 
Dr. Colm concludes that 


1—<orporate taxation during the war 
should be limited so as to maintain an 
incentive to economical production and 
so devised that corporations may be per- 
mitted to accumulate earmarked con- 
tingency reserves, for instance. in the 
form of deposits with the Government 
for the reconversion of plants and 
similar purposes; 

2—the present accumulation of cor- 
porate funds is not an effective safeguard 
against a possible postwar depression. 
The threat of a postwar depression must 
be met by other means. If a steady 
growth in consumers’ purchasing power 
can be assured, the difficulties in financ- 
ing future expansion will not prove in- 
surmountable. 


SUBSTANDARD ASSETS 


Assets of commercial banks examined 
in 194] were appraised at 99.8 per cent 
of book value, according to the annual 
report of the Federal Deposit Insurance 
Corporation. 

In 1941, less than 3 per cent of the 
assets were considered to be of sub- 
standard quality. Similar ratios for 
1940 and 1939 were 4 per cent and 5 
per cent, respectively. 

About three-fifths of the reduction in 
the proportion of substandard assets 
from 1939 to 1941 was due to the elim- 
ination of nearly $1 billion of such 
classified assets either through sale. 
liquidation, or charge-off or through 
reclassification. Less than two-fifths of 
the reduction in the proportion of assets 
classified as substandard assets reflected 
a growth in total assets. A small part 
of the reduction may be attributed to 
the removal of substandard assets 


through the elimination of some weak 
banks by suspension, liquidation, or 
merger. 

Substandard securities and loans each 
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accounted for about two-fifths of all 
substandard assets in 1941. The remain- 
ing one-fifth consisted of substandard 
fixed and miscellaneous assets, which 
include real estate taken over through 
foreclosure of mortgages securing un- 
paid loans, and valuation of banking 
premises considered by examiners to be 
excessive in proportion to the business 
of the bank. 

Between the time of examinations in 
194] and those of 1940, about 7,700 
banks showed reductions in the ratio of 
substandard assets to appraised value 
of assets, 3,400 banks showed practically 
no change in the ratio, while 2,100 
banks showed increases. 


THE PROFIT MOTIVE 


Is the private profit motive any differ- 
ent from the wage motive or salary mo- 
tive? Is the profit motive anti-social 
because it is private? 

These queries were the subject of an 
address before the American Discus- 
sion League by Dr. Herbert Spero of 
the City College of New York. It is 
interesting to note that considerable con- 
troversy about these same points is cur- 
rently taking place in Great Britain. 

It was Dr. Spero’s opinion that all of 
these motives—profit, wage, salary— 
are basically identical in that each 
represents compensation for a service 
rendered. Profit is the return for the 
risk assumed by capital; wages and 
salaries are returns to employes for 
physical and mental labor. 

Each of these motives, the speaker 
remarked, attains social significance 
when it aids the production of goods 
and services and thus makes possible a 
greater satisfaction of man’s wants. Any 
of these motives, on the other hand, may 
be said to be anti-social when it tends 
to interfere or discourage the output of 
goods and services. 

In other words, excessive wage de- 
mands which tend to impede produc- 
tion, and exorbitant profits attained 
through use of monopolistic devices, are 
equally reprehensible. Because these 
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motives are private does not necessarily 
stamp them as good or bad. 


_ 


TAX EXEMPTION 


The annual report of the Municipal 
Securities Committee of the Invest- 
ment Bankers Association of America, 
submitted at the October convention, 
reviews the continuing efforts being 
made to tax income derived from 
municipal and state securities. Noting 
the rejection, by both the Senate and 
House, of such legislation, the report 
calls attention to some pertinent remarks 
in the Congressional Record. 


For example, Senator Davis of 
Pennsylvania points out that after the 
door to taxing future and outstanding 
issues has been opened, “it will be 
simple for the Treasury Department to 
urge us to impose corporate taxes on 
the revenues of municipalities, and all 
the proprietary functions of state and 
municipal government.” 

Senator Burton of Ohio declares that 
“if the Federal Government can thus tax 
the income from municipal securities, it 
can classify that taxation so as to tax 
certain municipalities or certain kinds 
of organizations or certain kinds of 
income. It could place one rate of tax 
on one kind of municipalities and then 
exempt the income from the securities 
of some other types of local govern- 
ment. If the Federal Government has 
the power to tax income from munici- 
palities in that way, it can tax it in such 
degree and manner as it wishes. We 
should then find the Federal Govern- 
ment thereby having the opportunity to 
discriminate between communities of the 
United States which they wish to finance 
and those they may not wish to finance. 
We would then be in more danger than 
ever from the effects of Federal bur- 
eaucracy.” 

The Municipal Securities Committee 
is of the opinion that any change in the 
present situation should be made only 
by constitutional amendment. 
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LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Epirep By KEITH F. WARREN 


90 YEARS AGO 


The Bankers Magazine 


Fraudulent Issues 


The New York Journal of Commerce 
calls attention to the fraudulent issues 
with which the city is flooded of bills 
purporting by their appearance and 
wording to be banknotes, but which in 
reality are not such and are either alto- 
gether fraudulent or issued on the per- 
sonal responsibility of individuals. The 
latest of these deceptions noticed by the 
Journal is the issuing of checks on a 
bank, got up so much in the similitude 
of a note as to deceive except on a close 


November, 1852 


examination, and for the payment of 
which there is of course no security other 
than that of the party issuing it, and who 
may or may not be responsible. Several 
hundred dollars of these checks have 
been put in circulation in New York. 
The Journal strongly but not unjustly 
remarks: 

“Unless something can be done to 
protect the community against imposi- 
tions in the guise of banknotes, they 
will increase both in number and ras- 
cality.” 


50 YEARS AGO 


The Bankers Magazine 


Reviving State Bank Notes 


The movement for reviving the State 
bank note circulation system has re- 
ceived a sudden impetus. The system 
became extinct during the war, but did 
not die easily. The superiority of the 
National bank circulation, however, is 
so great that, whatever others may 
desire, noteholders do not desire a re- 
turn to the old ways. With respect to 
the banks which desire the revival of 
the system, the principal aim is to make 
more money. The profit on circulation 
under that system at times was very 
large; and the temptation for banks to 
swell their issues to the utmost rarely 
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ceased; but as there is hardly any profit 
whatever under the existing system. 
some of the banks which lived under 
the other, long for the old times in 
order to make something from this 
source. Besides, in many cases where 
banks have only small deposits, a profit 
on circulation would enable them to 
make enough to continue their business 
with satisfaction to themselves. With 
a profit from both sources, there are 
many banks which would make fair 
dividends which now are making hardly 
anything. Again, if this source of profit 
existed, banks would be started in many 
places which could not live under pres- 
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ent conditions, and which would be a 
real convenience and assistance to the 
people of the community where they 
were located. Such, in brief, are some 
of the reasons for returning to the State 
system. ... 

The history of the experiment of State 


bank issues is familiar. In most cases 


the experiment was most disastrous. 
The currency went forth like smoke, and 
only a small portion was ever redeemed. 
The record in the New England states 
and in New York was better, but in the 
Western and Southern States it was bad 
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The Bankers Magazine 


Advertising to Make Loans 


In the January issue of THE BANKERS 
MaGAZINE, discussing the subject of 
“Buying and Selling in Banking,” the 
question was raised as to the propriety 
of advertising the lending facilities of 
banks. It was pointed out that prac- 
tically all of the advertising done by 
banks consisted of invitations for more 
deposits; that is, the banks asked the 
people to lend to them, but said nothing 
about their ability and readiness to lend 
to others. In the article referred to, the 
question was put: 

“Ts not the credit that a banker has 
to sell just as proper a subject for ad- 
vertising as the carrots or turnips which 
the grocer has to sell?” 

Considerable pleasure is felt in see- 
ing the inquiry, then raised affirma- 
tively, answered in practical fashion 
by the Guaranty Trust Company of 
New York. Here is the offer, which ap- 
peared in the New York newspapers of 
October 11: 

“In order to facilitate subscriptions 
to the Liberty Loan, this company 
stands ready to make loans to its pa- 
trons for use in the purchase of these 
bonds. In the judgment of this com- 
pany, it is necessary for everyone to 
subscribe not only to the extent of his 


YEARS AGO 
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enough. This is admitted by all who 
favor a return to the State system; but 
they say, with the utmost confidence, 
having learned the evils arising from the 
old ways, we will do differently; we 
will establish a safe system and main- 
tain it by proper legislation and watch- 
fulness. To this it may be answered 
that in the olden time it was not im- 
possible to have a good system; it was 
not a question of knowledge, but a ques- 
tion of inclination. The people in those 
days knew just as well as they know 
now that their systems generally were 
rotten and would perish. 






November, 1917 


surplus funds, but also to use a gen- 
erous portion of his borrowing ability 
in anticipation of future savings. We 
are prepared to cooperate in this pa- 
triotic service by extending liberal 
credit to our depositors and customers. 
Under present money market condi- 
tions, we will make such loans at 4 
per cent.” 

This is a most significant develop- 
ment, coming from the largest trust 
company in the world, and located in 
a city of conservative banking tradi- 
tions. Nor is the significance of this 
announcement lessened by the fact that 
this offer to lend its credit is for the 
patriotic purpose of buying Liberty 
Bonds. It is also patriotic to buy state, 
city, county, township and school dis- 
trict bonds, and it is patriotic to bor- 
row for the purpose of engaging in 
legitimate business of any kind. 

The fact is that banking traditions 
are bending to the needs of the times. 
When you hear the bankers of the 
United States urging rediscounting, and 
saying that there must be expansion of 
credit, you realize the truth of this 
statement. 

Since the foregoing was written banks 
have quite generally indicated their 
readiness to make loans to those wish- 
ing to buy Liberty Bonds. 




















OR some time the military situ- 
ation, which had previously 
shown a decided advantage for 
the Axis powers, has been shifting to 
the side of the United Nations, and 
as of mid-October this change was 
becoming more marked on all fronts. 
The United Nations have now gained 
superiority in the air, and are build- 
ing up tremendous land forces, to be 
employed wherever most effective 
Their production of war equipment, al- 
ready large, is constantly growing in 
volume. Shipping losses, which have 
long been a serious menace, are not 
only declining, but new tonnage is 
coming off the ways so rapidly and 
in such volume as to more than off- 
set these losses. While the end of the 
war may yet be a long way off. it can 
now be said with a greater degree of 
assurance than at any previous date 
since the conflict began, that any 
doubts which may have existed as to 
what the end would be have been dis- 


pelled. 


GREAT BRITAIN 


Incomes and Taxation 


“Nothing,” says “The Banker” (Lon- 
don), “has given rise to more burning 
controversy than the effects of the war 
and wartime taxation on the distribu- 
tion of the national income. A great 


Finaneial 
Situation 


A Monthly Survey 


Abroad.. 


deal of this discussion, unfortunately, 
has consisted of broad generalizations 
based upon quite unrepresentatve 
cases. Instances of munition workers 
earning £15 a week and messenger 
boys earning £6 a week have been 
countered by examples of munition 
workers earning very little for an ex- 
tremely long working week, by the 
sore plight of many soldiers’ depend- 
ents, and so on. Something like a sci- 
entific approach to the question was 
first made possible by the figures drawn 
up by the Central Statistical Office and 
published in the two budget white pa- 
pers. 

“The available material has recently 
been greatly enriched by a new series 
of figures made known by the Financial 
Secretary to the Treasury in answer 
to a question in Parliament, and set- 
ting out for the different income ranges 
the number of individuals, the income 
assessed and the tax paid for the years 
1938-39 and 1941-42. These figures re- 
veal a number of interesting points. 
Thus, it will be seen that between the 
earlier and the later year, the number of 
taxpayers with incomes of up to £500 
increased by no less than 7,500,000 
while the number not liable to tax in 
the £125-500 income range declined by 
2,200,000 to 3,800,000. The total in- 
come within this range, moreover, in- 
creased by as much as £965 millions. 
of which only £245 millions were ab- 
sorbed by tax payments, raising the 
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total tax liability to £268 millions in 
respect of £2,815 millions of income. 
Income within the £500-2,000 range, 
at £755 millions, showed an increase 
of £135 millions, but the tax liability 
of this group increased by £153 mil- 
lions, raising the total tax liability to 
£235 millions (or more than 31 per 
cent of the gross income) and reducing 
net income by £18 millions. Gross in- 
comes above £2,000 show no increase at 
all, so that the whole of the £125 mil- 
lions increase in the tax liability of 
these classes represented a reduction 
in net income. The aggregate tax lia- 
bility of those with incomes above 
£2,000 totalled £325 millions, or more 
than 61 per cent of the total gross in- 
comes of £530 millions. At the ex- 
treme upper end of the scale the pro- 
portion now taken in tax is, of course, 
extremely high. Thus, of the £72 mil- 
lions of incomes in excess of £25,000, 
only £6.6. millions is left after pay- 
ment of tax. 


Banks Not Understood 


That in Great Britain as well as in 
the the United States a considerable de- 
gree of lack of understanding of bank- 
ing exists, may be seen from the fol- 
lowing from the BANKERS MAGAzINeE of 
London: 


The profits made by banks provide a 
subject which is surrounded by a good deal 
of theorizing. There seems to be an as- 
sumption in some minds that even if profit- 
making, within limits, is allowable in in- 
dustry, there is something quite unwhole- 
some in profit-making by banks. The idea, 
of course, comes from that other fallacy, 
so expertly yet simply exposed by Lord 
Wardington in his masterly handling of the 
question in the House of Lords recently, 
that banks can somehow “create” credit to 
an unlimited extent and use that created 
credit to their own advantage. 

Without entering into any ethical dis- 
cussion upon the morals of profit-making, 
however, it cannot be denied that to the 
very fact that banking has been built up 
on a profit-making foundation is to be 
attributed the present-day soundness and 
efficiency of the banking system. For profi- 
making, of itself, implies the possibility of 
loss, and it is the fear of the consequences 
of loss that keeps banking sound. There 
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have been plenty of examples of the foun- 
dation of banking institutions where the 
primary motive has not been profit, but a 
desire to further some quite estimable aim, 
perhaps of semi-political character. The 
result has not been sound banking. Either 
the taxpayer has been saddled with a loss 
or those altruists who hoped that a political 
venture might yet yield some modest profit 
have lost their capital. 

The profit-making element in banking is 
therefore a great contributor to stability, 
A nationalized banking system, in which 
profit-making was not a consideration and 
losses no detraction from its security, since 
it would be State-guaranteed, would in all 
probability be much more of a_ national 
liability than a national asset. 


Some of the effects the war is having 
on the banks is thus described by the 
London BANKERS MAGAZINE. 


Right from the beginning of the war the 
clearing banks have disclosed freely what 
they had a full legal right to keep to them- 
selves—the number of their male staff who 
had joined the forces and the number of 
their offices which had been closed down. 
Today these banks have in their employ- 
ment very few men under forty-one, and of 
these few most are to be found in the re- 
cently-developed trustee departments, where 
the work is every bit as “technical” as that 
of accountants, a race whose effective 
reservation age has hitherto been thirty or 
under. By the end of 1941 the Big Five 
had closed down not less than 16 per cent 
of the branches open in 1938, and as this 
movement has been steadily continued 
throughout the present year the proportion 
of closed branches must be now more than 
a fifth. Of course, many of these offices 
were small, but the contribution to the 
saving of manpower has been none the less 
effective, for sub-branches naturally make 
a call on labour that is quite out of propor- 
tion to turnover. 


It may be taken as certain that the 
clearing banks cannot provide many more 
men for the forces. How far can they 
serve as a recruiting ground for other sup- 
posedly more important civilian occupa- 
tions? Recently, in another connection, 
the Chancellor of the Exchequer expressed 
his unwillingness to facilitate any amend- 
ment to the Bills of Exchange Act, and 
we cannot therefore hope for the reduction 
of staff requirements which would follow 
the introduction of a non-transferable 
cheque. On the other hand the fresh bur- 
den of clothing coupon accounts has been 
placed on the banks, and we understand 
that in many branches the additional work 
entailed is considerable and in some of 
them very great indeed. 
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BANCO DE CREDITO 
DEL PERU 


HEAD OFFICE: LIMA 


CAPITAL . . . S/.14,000,000.00 
RESERVES. . . S/.16,457,759.44 





Consult us for Prompt and Reliable 
Information about Peru 


Through our 33 Branches situated in the 
most important commercial centres, and 
our Agents in all other towns in the 
Republic, we are in close touch with every 
phase of economic activity in Peru, and 
thus are well equipped to render helpful 
service to all American institutions inter- 
ested in Peru. 


Peru’s Oldest National Commercial Bank 
Established in 1589 
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VENEZUELA 


A new basic law governing the 
operations of the Workers’ Bank (Banco 
Obrero) was published in Venezuelan 
Gaceta Oficial of August 4. A previous 
law, signed on July 8, effected a partial 
re form of the bank’s functions, but these 
changes were incorporated into the law 
published in August. 

The new law fixes the capital of the 
bank at 20,000,000 bolivares. This is 
to consist of 13,200,000 bolivares repre- 
senting the previous capital of the bank, 
3,000,000 bolivares representing the 
amount of a loan granted under a decree 
of December 1, 1941, and 3,800,000 
bolivares to be received from the Na- 
tional Treasury in the fiscal 
1942-43. 

An important section of the new law 
concerns the issuance of mortgage notes 
(cedulas) by the bank. The issue of 
these notes will henceforth be a regular 
feature of the bank’s operating pro- 
cedure. The note issues will be guar- 
anteed by the government and will be 
regulated by the administrative board 


year 


of the bank. with the approval of the 


President of the Republic. The total 
amount of notes issued may not exceed 
half of the capital free of obligation. 
Notes wili bear a maximum interest rate 
of 7 per cent per annum, payable 
quarterly. 

The new law sets forth in detail the 
procedure to be followed in connection 
with mortgage loans, the renting and 
buying of “houses, and other activities 
of the | bank. The new provisions do not 
differ fundamentally from the pro- 
cedure established in the law of 1936, 
but they contain several sections indi- 
cating that in the future the bank will 
lay great stress on the promotion of low- 
cost-housing projects in slum areas. 
The bank will continue its activity in 
the large-scale housing field. It is 
authorized to construct or acquire 
houses, to be sold or rented at a price 
not in excess of 30,000 bolivares, pro- 
vided that such activities pertain to the 
construction of apartment buildings for 
workers. 

The new law provides for the super- 
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vision and construction by the bank of 
housing operations which, if carried out 
on the scale contemplated, will make the 
bank a powerful factor in the national 
economy and will result in important 
contributions to the welfare and _ ad- 
vancement of the workers of Venezuela. 
—Foreign Commerce Weekly. 


—_ 


MEXICO 


The importation, exportation. car- 
riage, trading, or holding of United 
States currency, except $2 bills, was 
prohibited by a decree published in the 
Diario Oficial of August 15. Transac- 
tions by the Bank of Mexico or by its 
agents or correspondents, when author- 
ized, are exempted from the effect of 
the decree. 

Holders of United States currency 
other than $2 bills had to present it at 
the Bank of Mexico, or at some other 
designated institution. When the quan- 
tity delivered is not more than 3250, the 
bank will pay the equivalent in pesos 
at the prevailing rate, unless it has rea- 
son to believe the person making deliv- 
ery is acting on behalf of an enemy 
country or its nationals, or on behalf 
of persons considered as enemy na- 
tions for purposes of this decree, in 
which case the peso equivalent of the 
dollars delivered will be placed in a 
blocked account. 

If the sum delivered is more than 
$250 and less than $999 the bank will 
satisfy itself as to the accuracy of the 
data contained in the statement accom- 
panying the delivery, and on the basis 
of these data, and of such additional 
information as it may request, it will 
determine whether the peso equivalent 
should be given to the person making 
delivery or the proceeds blocked. 

Withdrawals from blocked accounts 
can be made only with authorization 
from the Interdepartmental Enemy 
Property Board. 

When the amount presented is $1,000 
or more the Bank of Mexico will accept 
it only for collection and will assume 
no responsibility in connection there- 
with.—Foreign Commerce Weekly. 
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Current Conditions in Canada 


ISCUSSING general conditions in 
Canada, the Monthly Commercial 
Letter of the Canadian Bank of 
Commerce, Toronto, for October says: 

“An increase in industrial activity is 
again recorded by our index, which rose 
from 180 at mid-August to 182 at mid- 
September (1937=100), with the per- 
centage of factory capacity utilized re- 
maining at 121. The main factor in 
this increase was the rise in the food 
group, chiefly on account of the sea- 
sonal activity of the canning industry 
and, to a less extent, that of flour-mil- 
ling; meat-packing declined. The cloth- 
ing group as a whole was unchanged, 
the seasonal increase in the women’s 
clothing industry being offset by slight 
decreases in other items. Pulp and pa- 
per declined, as well as other wood 
products; saw-milling was less active 
than the month and the year before. 
and there is evidence of a smaller out- 
put of a number of domestic articles 
made from wood. 

“Moderate to slight declines occurred 
in the automotive and the other iron and 
steel trades, although all sections were 
more active than a year ago. Non- 
ferrous metal-working was higher. 
mainly because of the upward trend of 
the electrical trade, now largely en- 
gaged on government orders. 


“Our wage payroll index declined 
from 204 (revised) for July to 201 for 
August, which was also the June level. 
Manufacturing, mining and trade pay- 
rolls were lower, but there was an up- 
ward movement in logging. construc- 
tion and transportaticn.” 


Agricultural Conditions 


In an article on agricultural condi- 
dions the Letter says: 

“Thanksgiving may well be observed 
in Canada this month in a spirit of deep 
gratitude for a crop that should meet 


most, if not all, the essential and record 
requirements of this country during 
the next year. The crops grown this 
season should, if garnered safely, pro- 
cessed (where necessary) in sufficient 
quantities and distributed equitably, 
provide the Canadian people with a 
generous supply of foodstuffs as a 
whole, and some of their Allies. notably 
the United Kingdom, with large quan- 
tities of certain materials needed for 
their sustenance. Moreover, some crops, 
including wheat and feed grains. which 
are grown under severe climatic and 
other hazards, are actually of surplus 
proportions and therefore provide re- 
serves for any lean year that may be 
ahead... . 

“The crops of wheat. oats and barley 
are the largest ever produced in Canada, 
that of wheat in the Prairie Province. 
on the smallest acreage in fifteen years, 
being estimated at 587,000,000 bushels, 
double that of 1941. Oats and barley 
were grown on larger acreages than in 
1941, but new high yields per acre were 
established and these crops are also of 
record proportions. The combined 
crops, wheat and coarse grains, of 1.- 
390,000,000 bushels, in the Prairie 
Provinces compare with 582,000.000 a 
year ago. Allowing for even excep- 
tional losses from weathering and in- 
adequate storage this year’s Western 
crops would be about double those of 
1941 and half again as large as the 
average for the 1936-40 period. The 
feed grain supply for all Canada is 
the best ever produced and is larger 
in every province than in 1941. On- 
tario, where the crops of a year ago 
were seriously affected by drought, has 
crops of wheat, oats and barley com- 
bined about one-third above those of 
1941, while increases in these grains 
of 6 per cent in Quebec, 10 per cent 
in British Columbia and 15 per cent 
in the Maritimes are recorded in the 
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Provincial estimates. The hay crop in 
all Canada was 22 per cent larger than 
that of last year, Prince Edward Island 
and Manitoba being the only Provinces 
to show declines. Ontario has the larg- 
est cut in at least ten years. 

“The estimates of fruit crops have 
been revised upward from previous 
forecasts. The apple crop, though 
larger than last year’s, is below the 
average and varies considerably, On- 
tario and the Maritime Provinces show- 
ing less favorable results than in 1941, 
with Quebec and British Columbia rec- 
ording considerable improvement. More 
uniformity is reported for soft fruits, 
with a general above-average yield. 

“The record supply of feed grains 
available this year should be consid- 
ered in connection with the live stock 
situation. Holdings of hogs have risen 
to record levels. and those of cattle, 
sheep and poultry to the highest figures 
in the past twelve years, the greatest 
increases occurring in the Western 
Prairies where, as already noted, the 
largest of feed has been grown. It is 
one of the remarkable developments in 
Canadian agriculture that mixed farm- 
ing in the West has so expanded in re- 
cent years that the farms and ranches 
there now have about 40 per cent of all 
the cattle and poultry and over half of 
the hog and _Sheep holdings of the en- 
tire country.” 


Bank of Montreal 


The Business Summary of the Bank 
of Montreal, dated October 22, 1942, 
comments as follows on current condi- 
tions in Canada: 

“War production is now rapidly ap- 
proaching the limits of existing capa- 
cities and the record of accomplish- 
ment is very impressive. On September 
30. the total value of contracts placed 
and commitments made had reached the 
huge figure of $5,496,512,000. In Sep- 
tember. the output of certain types of 
armaments showed such an expansion 
that it exceeded the production for the 
whole year 1941; for the month the 
output of small arms was 37.225 units, 
as compared with 24,943 for the whole 


of 1941; of guns 3,118, as compared 
with 2,411; and of carriages and mount- 
ings 1,893, as compared with 1,26]. 
Again, up to the end of September 
Canada’s shipbuilding industry had in 
the first three-quarters of the year de- 
livered into service fifty 10,000-ton 
ocean freighters and is turning out a 
freighter of this type every five days. 

“In September last there were, in- 
cluding 550,000 men and women in uni- 
form, roughly 5,455,000 citizens of 
Canada, or nearly half the’ population, 
engaged in all forms of activities, as 
compared with 2,269,000 men and 
women occupied in civilian industry be- 
fore the war and 1,585,000 employed 
in farm work. 

“It has now become plain that a 
crisis in the manpower situation has 
been reached and that, if the fighting 
forces are to be kept up to adequate 
strength and the scale of production of 
war materials maintained at the essen- 
tial level, drastic measures for the regu- 
lation and distribution of manpower are 
imperative. It is estimated that during 
the next twelve-month period the fight- 
ing services will require at least 20,000 
recruits every month and that at least 
dvuble as many workers will have to be 
drafted into war industries. Since civil- 
ian industries seem now to offer the best 
source of requirement of labor for war 
industries, a comprehensive program 
for the curtailment of their activities is 
being worked out. Measures will be 
taken to ensure that minimum essential 
needs are satisfied with the use of the 
least possible amount of manpower, 
materials, machinery, fuel, power and 
transportation. A start has been made 
with the gold-mining industry, from 
which workers are to be transferred 
gradually to base-metal mines. There 
has also been enforced a program for 
the conservation of electric power, in- 
volving a number of pulp and paper 
mills in Ontario and Quebec with some 
of them to shut down one day out of 
seven, while nine newsprint mills in 
Quebec have been ordered to curtail 
their production in order to divert 50, 
000 horsepower and a certain number 
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of workers to war industries. Then for 
the purpose of curtailing production of 
farm machinery, there has been inaugu- 
rated a new rationing system for all 
new farm machinery and equipment; 
it calls for the filing of applications 
showing essential need, by the farmers, 
their countersigning by local dealers and 
their approval by the regional officers 
of the Wartime Prices and Trade Board. 
Again, all the Canadian distilleries 
have been ordered to divert their en- 
tire output after November 1 to war 
purposes, being allowed to dispose of 
their existing stocks of beverages. The 
building industry is also to be tapped 
for industrial recruits and henceforth 
a special permit will be required for 
any building operation costing more 
than $500 other than manufacturing 
plants where the limit will be $2,500. 
Plans are also in train for a careful 
investigation of the existing methods 
of work in war industries to ensure that 
the best possible use is being made of 
the labor employed in them. Further 
regimentation of the economic life of 
the nation now being planned will be 
carried out gradually, but it will none 
the less be very severe in its incidence 
upon many individuals and business and 
industrial interests. The unit of the ra- 
tion of gasoline has been decreased to 
three gallons for the whole of Canada. 

“Meanwhile manufacturing activity 
is being maintained at a very high level, 
as is production from __base-metal 
mines, but the output of gold has be- 
gun to fall, this in the seven months 
ended July 31 amounting to 2,915,492 
ozs., as compared with 3,092,896 oz., in 
the parallel period of 1941. 

“Retail trade is keeping up well. In 
August, the latest month for which data 
are available, the dollar volume of 
sales in Canadian department stores 
was 1] per cent higher than in July 
and 3 per cent higher than in August, 
1941. Retail merchants, however, are 
preparing for sharp curtailment of their 
business, partly from reduced purchas- 
ing power, the result of heavier taxa- 
tion which began to be paid in Sep- 
tember, and partly through increasing 






unavailability of a large number of 
commodities, production of which is 
likely to be defined as non-essential to 
the war.” 


Royal Bank of Canada 


The October Letter of the Royal 
Bank of Canada has the following to 
say about the Canadian lumber indus- 
try: 

“No industry has ever seen greater 
changes than those affecting the lumber 
industry since the outbreak of the war. 
A brisk demand immediately following 
the outbreak reduced available stocks 
of seasoned lumber. Decline in demand 
from Great Britain occurred in 1941, 
but quantities were readily absorbed 
by the United States and total exports 
remained unchanged. During _ the 
elapsed months of 1942 there has been 
a rapid expansion of demand for lum- 
ber in all three markets—Great Britain, 
Canada and the United States, while at 
the same time shortage of labor has 
reduced the output of the Canadian lum- 
ber industry. The serious nature of this 
situation resulted in the issuing of an 
order by the Timber Controller of the 
Department of Muntions and Supply 
declaring that from September Ist the 
lumber and logging industry is classi- 
fied as an essential war industry. The 
Director of National Selective Service 
has made plans for the immediate pro- 
vision of as much labor as is available. 
It is anticipated that the greater part 
of this Jabor in Eastern Canada, where 
lumbering is a seasonal industry, will 
be recruited from the farms. Use of 
lumber and timber in Canada by indi- 
viduals and organizations, both civil 
and military, is being rigidly controlled 
and the production of newsprint is also 
being controlled to conserve electric 
power and labor and to divert more 
logs from the manufacture of pulp to 
lumber. Exportation of logs from the 
Pacific coast to the United States coast 
pulp mills is being drastically restricted 
and the Commodity Price Stabilization 
Corporation is organizing a lumber di- 
vision to assist the industry. 

“Canada’s 1941 production of lum- 
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ber was approximately 5 billion board 
feet, of which 2,250,000,000 were used 
in Canada, 1,250,000,000 each were ex- 
ported to Great Britain and the United 
States and 250,000,000 exported to 
other countries. The amount shipped 
to the United States was approximately 
twice the maximum export to that coun- 
try in any previous year. Unfortunately 
our 1942 production will be less than 
that of 1941. No restrictions on Ca- 
nadian consumption can equal the de- 
mand from Great Britain and_ the 
deficiency of 6 billion feet in the United 
States’ estimated requirements, and the 
maximum expansion is essential to meet 
the emergency.” 


The Agricultural Situation 


Though the past year has been one 
of considerable achievement in agri- 
cultural production, it has nevertheless 
been one in which the stresses and 
strains of meeting the heavy demands 
for dairy and meat products have be- 
come increasingly apparent, says the 


current Review of The Bank of Nova 


Scotia. Shortages have threatened, and 
in some cases have occurred. in both 
domestic and export supplies. Nor have 
remedies been easy, as the beef situa- 
tion testifies. 


Practically all the “problems” of 
fitting agriculture into the war econ- 
omy—particularly since the price ceil- 
ing policy has been in force—have 
been concerned with livestock and dairy 
products, says the Review. It is here 
that demands have been concentrated, 
and incentives to increased production 
have been most necessary. Consequently, 
the story of the past year for these 
products is largely one of official action 
with regard to prices, designed to bring 
out supplies and meet spreading short- 
ages. In the process, an appreciable 
over-all increase in the prices of these 
commodities has been effected. A table 
of prices in the Review shows that re- 
cent prices for most of the major farm 
animal products, including the effects 
of bonuses, have compared favorably 
with those of the pre-depression years 


1926 to 1929, and have been consider. 
ably higher than a year ago. 


The Review devotes considerable 
space to analyzing the incipient short- 
ages in dairy products and the more 
acute one in meats which brought these 
price increases, and which culminated 
—as a last resort to meet the beef situ- 
ation—in the first major upward re- 
vision in the price ceiling on a food 
product. It goes on to say that the 
higher and better-balanced price struc- 
ture is a favorable factor in the outlook 
for further increases in output. The 
other very important consideration is 
the plentiful supply of feed in all parts 
of the country and particularly in the 
Prairies. “Indeed, counting the record 
Western wheat crop of some 550 mil- 
lion bushels, of which the Government 
has contracted to buy only 280 millions, 
feed supplies are almost unlimited.” 
On the other hand, the farm labor situ- 
ation is an unfavorable factor. Losses 
of both family help and hired men to 
the armed forces and city jobs have re- 
sulted in an acute shortage of help, not 
only for the peak demands of the harv- 
est. but of the more skilled and _per- 
manent labor needed for the livestock 
and dairying industries. Farmers’ 
wives and daughiers have been increas- 
ingly called upon to meet the deficiency. 
while the “women’s land brigades” and 
the increased use of machinery are ad- 
ditional aids. It is. of course, difficult 
to find any complete solution when 
total manpower is so short. The Review 
adds, however, that “the situation is 
definitely better in one vital respect: 
Canada has now, in National Selec- 
tive Service. a powerful machine for 
allocating manpower among the various 
needs of war.” 

On the side of demand for farm ani- 
mal products, the outlook is for con- 
tinued expansion. The bacon contract 
has been raised to 675 million Ibs. (the 
increase being the equivalent of at least 
a million hogs) and there is no indi- 
cation of any let-down in British re- 
quirements for cheese, concentrated 
milk and eggs. As for domestic de- 
mand, both civilian and military, there 
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seems to be little prospect of an abate- 
ment of the pressure upon supplies par- 
ticularly in regard to meats. Indeed, it 
is in meats that the supply situation in 
relation to the heavy export, military 
and civilian demands appears to be 
most “tight,” says the Review. Though 
a meat shortage of the severity of the 
past few months is regarded as tem- 
porary, it has been officially stated that 
rationing is being considered as a means 
of equitably distributing civilian sup- 
plies in the future—particularly since 
the United States is to begin rationing 
to meet her heavy Lend-Lease and mili- 
tary requirements. 

In regard to farm income, a chart 
shows the substantial gains over the 
wartime period to the end of 1941, in 
which the predominant influence has 
been livestock and dairying. The ris- 
ing trend has continued during 1942. 
says the Review. “All in all, though 
any estimates at this date cannot be 
precise, it would not be surprising if 
the rise in gross cash income of agri- 
culture for Canada as a whole were 15 
per cent or more this year, particularly 
if the various bonus payments are con- 
sidered.” A 15 per cent increase would 
amount to some $130 millions, raising 
the total above a billion dollars for the 
first time since 1928. All areas will par- 
ticipate in the improvement, the Re- 
view indicates, though the uncertain 
wheat situation in the Prairie Provinces 
—in view of storage congestion and the 
late harvest—makes it difficult to esti- 
mate the extent of the gain there. 


Of course, as in previous years of 
the wartime period, higher costs are a 
partially offsetting factor to the expan- 
sion in gross income. The Review cites 
wages as the most significant increasing 
cost in the past year, but points out 
that the increase in the total wage bill 
has not been nearly as large as the 20 
per cent to 30 per cent rise in wage 
rates, because of the sharply decreased 
supply of labor. Feed costs have also 
been somewhat higher, though the in- 
crease has been minimized by the 
Freight Assistance Policy (under which 
the Government paid some $6 millions 
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BOOKS for 
BANKERS 


Brief Reviews 


Europe, Russia, AND THE Future. By 
G. D. H. Cole. New York: Macmillan. 
Pp. 233. 1942. $2.00. 


THE author, who is a prominent British 
liberal socialist, has written a book on 
the postwar world especially as it will 
be affected by Russian participation in 
the war as one of the United Nations. 

“The war,” he “is altogether 
different since the Nazis have attacked 
the Soviet Union. For there are now, 
over the greater part of Europe and 
perhaps over the whole of it. only two 
possible endings to the struggle, as far 
as I can see. One of these possibilities 
is the general establishment of Nazism 
as the dominant force in European 
affairs: the other is the establishment of 
Socialism. The third alternative that 
has hitherto seemed possible—a restora- 
tion of the old State system still on 
capitalistic foundations—is, I believe. 
now out of the question over any con- 
siderable area as a solution having in 
it any element of durable success. It 
may still be possible, as the quite tem- 
porary outcome of a war pushed to the 
point of complete exhaustion on both 
sides. It may still be foisted on Europe 
temporarily, if reactionary capitalism 
comes back to power in the United 
States. and finds itself in a position to 
dictate terms to the exhausted com- 
batants. It may still be possible, even 
short of this, in Great Britain, if Great 
Britain becomes at the close of an in- 
conclusive war a mere dependency of 
the United States. But, even so, a peace 
which left Great Britain in this situation 


says. 


436 


could be no more than a truce between 
wars. It could not possibly last.” 
Whether or not the reader agrees with 
Mr. Cole’s views. this book is of vital 
concern to all who wish to be more than 
mere passive spectators on one of the 
greatest crises in the world’s history. 


WarTIME Price ContrRoL. By George 
P. Adams, Jr., Washington: American 
Council on Public Affairs. 1942. 
Pp. 153. $3.00. 

TuIs volume presents a history of price 
control during the first World War and 
an analysis of price movements during 
that period. Of particular interest is 
the discussion of problems involved in 
food control and fuel control. There is 
also a careful examination of price- 
fixing technique. 

During wartime, the author observes, 
the necessity of stimulating production 
—which is a prime necessity during such 
an emergency—often impairs the effec- 
tiveness of price-fixing. 

Recent developments in wartime price 
control are also reviewed. In addition, 
the volume includes numerous tables 
of pertinent statistical data and an 
appendix depicting variations in whole- 
sale prices during the period of the first 


World War. 


INDUSTRIAL CONCENTRATION AND PRICE 
INFLEXIBILITY. By Alfred G. Neal. 
Washington: American Council on 
Public Affairs. 1942. Pp. 173. $2.25. 

HERE we have a highly developed inves- 

tigation of the effect of concentrated 
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industrial power upon pricing and price 
behavior, as well as a revealing account 
of cost and price changes tha: occurred 
in the manufacturing industries under 
pressure of the 1929-33 recession. 

Dr. Neal suggests that through com- 
petition, rather than through centralized 
control of the economy, the saving- 
investment problem may be solved and 
economic stagnation avoided. 

The study analyzes the effect of con- 
centration upon distribution of re- 
sources. both among lines of industry 
and between complete and incomplete 
employment for the economy as a whole. 
In this connection, it may be noted, the 
author has undertaken some independ- 
ent theoretical research work of consid- 
erable importance. 

Dr. Neal has made an independent 
survey of the influence of concentration 
upon cost-price relationship. His inves- 
tigation explodes the notion that concen- 
tration exercises its harmful effects, if 
any. through price behavior alone. The 
author regards excessive preoccupation 
with price behavior as futile. 


INDUSTRIAL ResEARCH. By F. Russell 
Bichowsky. Brooklyn, N. Y. Chemi- 
cal Publishing Company. 1942. Pp. 
126. $2.50. 

THE purpose of this book is to display 
the social importance of research and to 
outline those general principles of 
management and organization which 
have proven successful in the labora- 
tory. 

This book. therefore, may be con- 
sidered as a manual for the research 
director and for the business executive, 
real or potential. 


REFUGEE SETTLEMENT IN THE DomiInt- 
caAN Repusiic. Washington, D. C. 
The Brookings Institution. 1942. 
Pp. 410. $4.00. 

In the fall of 1940 The Maurice and 

Laura Falk Foundation of Pittsburgh 

made a grant to the Brookings Institu- 

tion to finance a study of the economic 
problems involved in settling refugees 
in the Domirican Republic under the 

contract concluded in January. 1940, 
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between the government of that country 
and the Dominican Republic Settlement 
Association. The survey as a whole 
was conducted under the direction of 
Dana G. Munro, director of the School 
of Public and International Affairs of 
Princeton University. This volume con- 
stitutes a report of the survey. 

The principal questions which the 
survey had to consider were: (1) What 
is the relation of the Dominican project 
to the refugee problem as a whole? (2) 
Is the Dominican Republic a suitable 
place for refugee settlement? (3) How 
many refugee immigrants make a living 
there? (4) How many settlers can the 
Republic absorb? (5) What will be the 
effect of the settlement project on the 
Dominican community ? 

The survey considered especially the 
question whether the settlers will be able 
to maintain a standard of living under 
which people of European origin can 
sustain health and morale. This is not 
an easy matter for people who must live 
by their own labor in a tropical coun- 
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try, and especially in a community where 
the majority of the present inhabitants 
are poor and standards of living low. 
With proper management the produc- 
tion of adequate food supply is perhaps 
not particularly difficult, but to obtain 
a cash income for the purchase of neces- 
sities which the settlers cannot make for 
themselves is another matter. Many 
articles which are necessities to Euro- 
peans or North Americans are unattain- 
able luxuries to the average Dominican, 
and such articles cannot be obtained by 
the’ settlers unless they can produce and 
sell a surplus over and above what they 
consume as food. 


Ranp McNatiy BANKERS 
Final 1942 Edition. Chicago: Rand 
MeNally & Co. 1942. Pp. 2558 $15. 

ACCORDING to figures digested from this 
edition, the commercial banks of the 
United States are in a far sounder con- 
dition than they were at the comparable 
period of World War I, and the con- 
solidated statements for all American 
banks show six high points—several 
being ail-time records. 


DIRECTORY. 


Total banking resources of the coun- 
try stand today at over 93 billion dol- 


lars—the highest in history. Deposits 
also are the highest on record $83,861.- 
110,000) and banks have never before 
held as large a total of Government 
bonds. Surplus is the highest since 1933, 
undivided profits and reserves are the 
highest in ten years, while total invested 
funds have increased nearly three billion 
since December, 1941, (this gain being 
all in Governments, both “other securi- 
ties” and “loans and discounts” having 
decreased during the same period.) 
While bank earnings, even with the 
general use of service charges, are still 
not as good as might be desired, banks 
are in much better shape to go through 
the war-and postwar periods than they 
were 20-odd years ago. Then the coun- 
try was seriously over-banked—more 
than 30,000 as against the 15,009 shown 
in this current Blue Book. In the past 
ten years, banks have greatly increased 
their efficiency through diligent study 
of operating costs and techniques. And 


the fact that they are not over-loaned 
or spread too broadly on investments is 
further indication that they should be 
able to weather the days ahead in a far 
stronger position. 


GOALs FoR AMERICA: A BUDGET OF OUR 
NEEDS AND Resources. By Stuart 
Chase. New York: Twentieth Cen- 
tury Fund, 330 West 42nd Street. 
1942. Pp. 134. $1.00. 

In this book Stuart Chase takes up the 
basic question: How much would we 
need to produce, in terms of goods and 
services, to provide every man, woman 
and child in America with a decent 
minimum standard in food, clothing, 
housing, education and health care? 

These he calls the “Big Five.” Mr. 
Chase pictures a country in which every 
American is adequately fed. clothed, 
housed, educated and provided with 
health care. He sets these standards as 
goals, and then balances the books. On 
one side how much we need; on the 
other, how much we can produce. 

The result is a triumphant affirmation 
of our power to meet—and exceed—our 
national budget of needs and resources. 
Stuart Chase’s report is a heartening 
message to Americans at war. This is 
the future we are fighting for. He points 
to unparalleled opportunities for the 
expansion of private business, marks 
out the areas for government support 
and control, shows the richer, finer 
future we can make possible for farm- 
ers, workers, for all Americans. 

This volume is the second in a series 
of six exploratory reports on postwar 
problems being made by Stuart Chase 
for the Twentieth Century Fund. 


BOOKLETS 


DAMMING AND DIVERSION OF CONSUMER 
Crepit. By William Trufant Foster. 
Newton, Mass. Pollak Foundation. 
Pp. 22. 1942. 10 cents. 

THE author questions the effectiveness 

of further obstructions to the flow of 

consumer credit, and says: 
“For the first time in our history, the 
people are aware of the dangers of run- 
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away prices. In order to finance the 
war without inflation, they are ready 
to make large sacrifices. They are, in 
fact, a jump or two ahead of their chosen 
leaders. On the other hand, they are 
sure to resist or evade measures which 
are only feebly deflationary but which 
at the same time impose personal hard- 
ships. Without further curbs on credit, 
the Government can stabilize the price 
level. It has only to control the main 
streams of purchasing power. Without 
such a major offensive, the war against 
inflation cannot be won. Until the Gov- 
ernment musters enough courage for 
that battle, the people will not take 
kindly to minor raids.” 


LaTin-AMERICA: ITs 
SOURCES, PROBLEMS AND SHARE IN 
THE War. By Louis C. Rabaut. 
Washington, D. C. Congressman 
Louis C. Rabaut, House of Represen- 
tatives Pp. 28. 

THIs pamphlet is an extension of the 

remarks of Congressman Rabaut of 

Michigan in the House of Representa- 

tives on June 30, 1942. It gives answers 


PEeopLe,  Re- 


to the questions most frequently asked 
about the life and the people and the 
resources of the nations south of the 


Rio Grande. 


DisTRIBUTION CosTts—WASTING AT THE 
BuNcGHOLE. By Edwin G. Nourse. 
Washington, D. C. Brookings Insti- 
tution. 1942. Pp. 25. 25 cents. 

THE author's forthcoming book, “Price- 

Making in a Democracy” is being dis- 

tributed chapter by chapter by the 

Brookings Institution in pamphlet form. 

The present pamphlet constitutes Chap- 

ter VIII of the book. 


CONSIDERATIONS IN Post-War PLAn- 
NING. By Nathaniel R. Whitney. 
Cincinnati: Procter & Gamble. 1942. 
Pp. 23. 

THE author is economist of the Procter 

& Gamble Company. His assumptions 

as to the postwar world: 

“T assume that our postwar economy 
will differ in details, in emphasis, in 
controls, and in other minor respects 


from that to which we have become 
accustomed; but that opportunity for 
free private enterprise will, by no means, 
be lacking; that invention and innova- 
tion will continue to be characteristic of 
American industry; that competition 
will be fully as severe as in the past: 
that those who succeed and who rise to 
leadership will have better rewards and 
more fun than those who fail; that 
negotiations between employers and em- 
ployes, despite frequent government in- 
tervention in support of employes, will. 
in the main continue to be left in their 
own hands; and that those who accumu- 
late capital and invest it wisely will fare 
better than those who do not.” 


How To WIN ON THE HoME Front. By 
Helen Dallas. New York: Public 
Affairs Committee, 30 Rockefeller 
Plaza. 1942. Pp. 32. 10 cents. 


Here is a practical plan under which 
the average housewife can cut her ex- 
penditures by 10 per cent in order to 
provide money for War Bonds and still 
maintain an adequate diet for her 
family. 

“How to Win on the Home Front” is 
a useful and detailed home management 
guide from which every woman can 
learn the special rules of war govern- 
ing the home front: 
why rationing is necessary and how 
it operates to divide up scarce goods 
fairly 
—how price control, through the Office 
of Price Administration, helps to pre- 
vent hoarding, profiteering, and specu- 
lating, keeps prices down, and increases 
supplies 
—what the new credit regulations are 
which limit installment buying. 
and charge accounts 
—how the Government is working to 
prevent hidden price rises by establish- 
ing standards of quality and by requir- 
ing informative labeling on certain types 
of goods. 

Many pages are devoted to specific 
tips on wise buying and proper care 
of food, clothing, and household equip- 
ment. The marketing lists for low-cost 
and for moderate-cost meals are an aid 


loans, 
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The 
Federal Reserve Bank 
of Boston 


By 
JosEPH H. TAGGART 


ERE for the first time in book 
form is a complete treatise on 
the history, economic background, 
organization and operation of the 
Federal Reserve Bank of Boston. 
It is one of a series of investiga- 
tions into various phases of bank- 
ing history undertaken by the 
faculty and graduates of Columbia 
University. 


The author, who is on the fac- 


ulty of the University of Kansas, 


is a native of Massachusetts. Be- 
sides a careful study of all of the 
available data, he has supplemented 
his research with personal inter- 
views with officials of the Federal 
Reserve Bank and Boston bankers. 


The book contains 75 tables and 
15 charts. The price is $5 deliv- 
ered. Examine a copy on 5 days’ 
approval. 


Price $5 delivered. 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Please send me on approval a copy of 
“The Federal Reserve Bank of Boston” 
by Joseph H. Taggart. At the end of 
5 days I will either remit $5 or return 
the book. 


Name 
Bank .... 


Address 


in getting the most out of the food dol. 
lar. -The information on these subjects 
has been obtained largely from the 
Bureau of Home Economics and _ the 
Consumers’ Counsel of the Department 
of Agriculture and from the Office of 
Price Administration. 

In her fight to hold the front lines 
of rationing, price control, and stand- 
ards, Mrs. America, according to the 
pamphlet, is discovering that some of 
the responsibility for the enforcement 
of the rules falls upon her own shoulders. 
She recognizes the value of organized 
consumer action, of constant consumer 
vigilance. Her budget is her battle 
plan. sy waging a war against waste 
and a war against spending, she helps 
to release needed materials for the 
fight against Hitler. 


PropuctTivity OF LABOR IN PEACE AND 
War. By Solomon Fabricant. New 
York: National Bureau of Economic 
Research, 1819 Broadway.. Pp. 28. 
1942. 

TuIs pamphlet considers the factors 
that affect output per manhour during 
peace and war. The forces operating 
during peacetime have resulted in a 
trend in labor productivity that rises 
rather steadily and is marred by few 
lapses in progress. During wartime, 
however. enormous changes occur in the 
character of output. in the composition 
of the labor force, in the conditions of 
working and living. and in the haste 
with which things are done. Powerful 
forces thus arise which make for decline 
in the average productivity of labor. 
In the War of 1914-18, the evidence 
indicates. such a decline in labor pro- 
ductivity occurred. It is likely that his- 
tory will repeat itself during the present 
conflict. But this is not certain. 
Whether output per manhour will de- 
cline and at what rate depends, in fact, 
on the steps that are taken to avert 
such a decline. And this, in turn, will 
depend on how well we come to under- 
stand the intricate problems of expand- 
ing output, and how we weigh the alter- 
native means by which production may 
be expanded. 
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Present Status of Duteh Accounts 
in the U. 8. A. 


By Freperick W. EIsNER 
Member of the New York Bar 


HILE accounts of nationals of 

countries invaded by the enemy 

have been frozen by Presidential 
Executive Order, and hence, may be dis- 
posed of only in accordance with 
licenses granted by the Secretary of the 
Treasury, the accounts of Dutch na- 
tionals have been subjected to special 
treatment in addition to our own freez- 
ing regulations, by a Decree of the 
Roval Dutch Government in London, 
promulgated on May 24, 1940. The 
Decree provides that title to claims cap- 
able of being encumbered or transferred 
outside of European Holland which 
belong to natural or legal persons 


domiciled in the Kingdom of the 


Netherlands are vested in the State of 
the Netherlands, and shall be held by 
the Dutch Government for the conserva- 
tion of the rights of the former owners. 
and that the same shall be restituted to 
the former owners three months after 
the present emergency conditions shall 
have ceased, in the judgment of the 
Dutch Government. 

The Dutch Government has taken the 
position that its Decree applies to for- 
eign accounts of all persons who were 
domiciled in the Netherlands in May. 
1940. even though such persons have in 
the meantime become residents of the 
United States. Hence. situations have 
arisen in which persons formerly resid- 
, ing in Holland. but now residents of the 
United States, have received licenses by 
the Secretary of the Treasury to dispose 
of their funds here, but have found 
themselves unable to do so in as much 
as banks and brokers felt that no dis- 
position of the funds could be legally 
made without a release from the Dutch 
Government. It has been the policy of 


the Royal Dutch Government not to 
grant such releases. 


Validity of Decree 


The question of the validity of the 
Dutch Decree in regard to property 
situated in the United States has recently 
been discussed by the highest New York 
Court, the Court of Appeals. In the 
case before the Court, the assignor of 
the claimant was neither a citizen nor a 
resident of the United States. The 
Court recognized and applied the De- 
cree of the Dutch Government, pointing 
out that the law of the Netherlands. a 
friendly sovereign State, will be recog- 
nized and enforced by our courts unless 
such enforcement would offend the pub 
lic policy of the state. This, the court 
held, could hardly be said in as much 
as the Decree is not a confiscatory one, 
but is in part designed to prevent prop- 
erty from falling into the hands of the 
common enemy. 

It is of special interest that the Fed- 
eral Government intervened in the case 
in order to call to the attention of the 
court the views af its executive branch, 
based upon the interests of the Govern- 
ment of the United States in the conduct 
of its international relations. Such 
interest indeed exists: for the general 
problem of effects of foreign legislation 
pertaining to foreign bank accounts in 
the United States may prove to be of 
paramount importance in our postwar 
relations and commerce with foreign 
nations. 

The Secretary of State explained that, 
prior to the entry of the United States 
into the present war, our Government 
had not adopted any policy with refer- 
ence to the effect which should be given 
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to the Dutch Decree on assets and 
accounts within the United States. By 
taking cognizance of the Royal Dutch 
Decree, an expression of which was 
embodied in a letter by the Secretary 
of State to the Secretary of the Treas- 
ury under date of June 27, 1940, which 
was distributed to banks and brokers by 
the Federal Reserve banks together with 
an English translation of the Royal 
Dutch Decree, our Government did not 
mean to adopt a policy with reference 
to the effect which should be given to 
the Decree. However, since our entry 
into the war and the signing of the 
Declaration of the United Nations, our 
Government has taken the position that 
effect should be given to the Royal 
Dutch Decree within our territory in so 
far as it is intended to prevent any 
person from securing an interest in, or 
control over, assets of nationals of the 
Netherlands located in the United 
States on account of claims arising out- 
side of the United States in territory now 
or at any time under the jurisdiction of 
the Netherlands Government, for the 
benefit of persons who are not at the 
time of their assertion citizens or resi- 
dents of the United States. 


Applicability to Residents of U. S. 


It thus appears that our Government 
advocated to uphold the validity of the 
Royal Dutch Decree in that particular 
case on account of the fact that the 
real party in interest, though represented 
by an assignee for collection who was a 
resident of the United States, was, at the 
time of the assertion of the claim, 
neither a citizen nor a resident of the 
United States, and that the cause of 
action arose outside of the United States 
in territory under the jurisdiction of the 
Netherlands Government. From this, 
it could be followed as argumentum e 
contrario, that in the opinion of our 
State Department, the Royal Dutch 


Decree should not be applied by our 
courts if a person who asserts for him- 
self a claim is a citizen or resident of 
the United States, and also not, if the 
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cause of action arose inside of the 
United States, or outside of the United 
States, but in a territory at no time 
under the jurisdiction of the Nether- 
lands Government. However, no such 
statement was affirmatively made by 
the Department, but the determination 
of such questions was expressly reserved 
for further determination of policy by 
our Government and it was said that, 
in the opinion of the Department, the 
Court, in its decision, should confine 
itself to giving effect to the announced 
policy of the United States, without 
expressing any view with respect to the 
effectiveness of the Decree as applied to 
persons and circumstances other than 
those set forth in this statement. And 
furthermore, it was stres-' by the De- 
partment that should the aetermination 
of such other points become necessary, 
an opportunity should be furnished to 
the Secretary of State to announce the 
policy, if any. of the United States bear- 
ing on such questions. 

The Court of Appeals found that in 
regard to the facts of the particular case, 
the public policy as formulated by the 
Secretary of tate accorded with the 
public policy of the state. The Court, 
however, expressed doubts as to whether 
a mere formulation of a public policy 
by the State Department would be con- 
trolling in case it would find such 
policy at variance with the public policy 
of the state, and left the decision of that 
question open. 

Neither the decision of the Court of 
Appeals, nor the formulation of policy 
by the State Department furnishes a 
final determination of the position of 
such holders of Dutch accounts as are 
now residents of the United States, the 
situation of which was discussed by this 
writer in the Wall Street Journal of June 
9, 1941. It leaves, however, the way 
open for a solution compatible with 
American interests and the interests of 
our ally, the Royal Dutch Government, 
without leaving the owners of the 
accounts in question in their present 
predicament. 





1942 Amendment to the Soldiers’ 
and Sailors’ Civil Relief Act 


Following is the text of a bulletin released 
by the Minnesota Bankers Association 
summarizing the recent amendments to the 
Soldiers’ and Sailors’ Civil Relief Act. The 
memorandum was prepared by the attorneys 
for the association. 


Y AN ACT approved by the Presi- 
dent on October 6, 1942 the 
Soldiers’ and Sailors’ Civil Relief 
Act of 1940 has been amended in many 
important particulars. The provisions 
of the Act as now amended which are 
of particular interest to banks are 
summarized as follows (exact details 
must be obtained from the Act itself) : 


Persons Entitled to Relief 


All members of the army, navy, 
marine corps and coast ,guard, ail off- 
cers of the public health service who 
are detailed for duty with the army or 
navy, and all persons serving with the 
forces of allied nations, if they were 
United States citizens immediately prior 
to such service) are entitled to the 
relief granted by the Act. 

Induc ‘tees and members of the Enlisted 
Reserve Corps are entitled to relief from 
the time they are ordered to report for 
induction or service. 


* 


* 
Be 100% with your 


#y WAR BONDS 


* * 


Dependents of persons in military 
service are entitled to certain of the 
relief granted. 

Sureties, guarantors, endorsers, accom- 
modation makers, and others, whether 
primarily or secondarily subject to the 
obligation or liability, may be given 
relief where relief on the obligation is 
given to the person in service. 

A landlord who is prevented by the 
Act from evicting a serviceman or his 
dependents may be granted relief on 
the landlord’s own contract for deed, 
mortgage and tax payments. 


Legal Actions 


(1) No default judgment may be 
entered against any defendant until an 
affidavit has been filed showing that 
the defendant is not in military service, 
or until an order of court directing 
such entry is obtained. If the defendant 
is in military service such an order 
cannot be made until after the court has 
appointed an attorney to represent him 
and protect his interest. Further, the 
court may require that the plaintiff file 
a bond against any loss or damage 
that the defendant may suffer by rea- 
son of any judgment if the judgment 
should thereafter be set aside, and may 
make such other or further order as, 
in the court’s opinion, may be neces- 
sary to protect the rights of the defend- 
ant who is in military service. 

(2) At any time within ninety days 
after a person’s military service is 
terminated he may apply to the court 
to have any judgment reopened which 
was rendered aganst him while he was 
in the service or within thirty days 
thereafter, but he must show that he 
has a meritorious defense and that he 
was prejudiced by reason of his military 
service in making such defense. 
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(3) Proceedings in any court action 
by or against a person (while he is in 
military service or within sixty days 
thereafter) may be stayed while the 
person is in military service and for 
three months thereafter if the court is 
of the opinion that the ability of the 
person to prosecute or defend the action 
is materially affected by reason of his 
service. 

(4) In any action commenced against 
a person in military service (whether 
commenced before, during or within 
sixty days after such military service), 
executions may be stayed and attach- 
ments and garnishments stayed or 
vacated for the period of the defend- 
ant’s military service and for three 
months thereafter, if the court is of 
the opinion that the defendant's ability 
to comply with the judgment or order 
is materially affected by his military 
service. 

(5) The period of military service 
is not counted in computing the time 
within which an action may be brought 
by or against the person in military 
service or by or against his heirs, execu- 
tors, administrators or assigns. 


Rent and Leases 


The wife, children or other depend- 
ents of a person in military service can- 
not be evicted from their dwelling place 
(if the rent therefor does not exceed 
$80 per month) without obtaining leave 


of court, and the court may stay the 
proceedings for not longer than three 
months unless it is of the opinion that 
the ability of the tenant to pay his rent 
has not been materially affected by 
reason of his military service. This 
provision applies whether the lease is 
with the serviceman or directly with 
one or more of his dependents. There 
is a provision whereby the Secretary 
of War, the Secretary of the Navy or 
the Secretary of the Treasury may order 
the serviceman to allot a reasonable 
portion of his pay to apply on such 
rent. 


Where the tenant is given relief the 
landlord may also be given relief 
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against his obligations on his contract 
for deed, mortgage or taxes. 

Leases of a serviceman or of his 
dependents (made before his entry into 
the service and of premises occupied by 
him or his dependents for dwelling, 
professional, business, agricultural or 
similar purposes) may be terminated 
by the serviceman or his dependents 
at any time after he enters the service 
on substantially one month’s notice. 
Where rent has been paid beyond the 
termination date it must be refunded 
by the landlord. Upon the landlord’s 
application the court may modify or 
restrict the right of termination to do 
justice in the particular case. 


Contracts for Deed and Conditional 
Sale Contracts 


Contracts for the purchase of real 
property and conditional sale contracts 
for the purchase of personal property 
and similar contracts, on which the 
down payment was made at any time 
before the purchaser entered the serv- 
ice, cannot be rescinded or terminated 
for nonpayment of an installment or 
for any other breach, whether occurring 
prior to or during the purchaser's 
service, except by an action in court. 
On the hearing of such an action the 
court may order the repayment of the 
installments paid as a condition of 
terminating the contract, or it may 
order a stay of proceedings for the 
period of the purchaser's military serv- 
ice and three months thereafter unless 
in the opinion of the court the ability 
of the purchaser to comply with the 
terms of the contract is not materially 
affected by reason of such service, or 
the court may make such other dis- 
position of the case as may be equit- 
able to conserve the interests of all 
parties. The court may have personal 
property appraised and, based upon 
such appraisal, require a just amount 
to be paid to the purchaser as a con- 
dition of terminating a conditional sale 
contract. 

Similar relief may be granted to 
dependents of a person in military serv- 
ice upon their own contracts, but only 


November, 1942 145 





upon their application to the court for 
such relief. 

The former exception as to auto- 
mobiles and tractors upon which less 
than 50 per cent had been paid has 
been rescinded. 


Mortgages and Chattel Mortgages 


The following now applies to all 
obligations originating prior to the 
beginning of a man’s military service 
where the obligation is secured by 
mortgage or similar instrument on real 
or personal property owned by the 
person in military service at the com- 
mencement of his service and_ still 
owned by him. In any action to enforce 
such an obligation during the mortga- 
gor’s period of military service the court 
may stay the proceedings for the period 
of his military service and three months 
thereafter, or may make such other dis- 
position of the case as may be equit- 
able to conserve the interests of all 
parties. The court may have personal 
property appraised and, based upon 


such appraisal, require a just amount 
to be paid to the mortgagor as a con- 
dition of foreclosure. 


No foreclosure under a power of sale 
contained in such a mortgage or similar 
instrument can be had if made during 
the period of military service or with- 
in three months thereafter unless such 
foreclosure is previously authorized by 
order of court and unless the sale is 
reported to and approved by the court 
after it is made. 

Similar relief may be granted to 
dependents of a person in military serv- 
ice upon their own mortgages and 
chattel mortgages, but only upon their 
application to the court for such relief. 


Assignment of Life Insurance Policies 


Where life insurance upon the life 
of a person in military service has been 
assigned as security prior to the begin- 
ning of such service, the assignee can- 
not exercise any right or option under 


such assignment without applying to 
the court and obtaning leave. 

Similar relief may be granted to 
dependents of a person in military serv- 
ice upon their own assignments of 
policies, but only upon their applica- 
tion to the court for such relief. 


Settlement Agreements and Consents 


By written agreement of the parties 
executed during or after the period of 
military service settlements may be 
made, contracts and leases may be 
terminated, goods may be repossessed 
and foreclosures may be made. 


Interest 


Obligations incurred before military 
service and bearing more than 6 per 
cent interest are cut down to that rate 
during the period of military service 
after October 6, 1942, unless upon ap- 
plication by the payee the court finds 
that the serviceman’s ability to pay the 
higher rate has not been materially 
affected by reason of such service. 
“Interest” includes service charges, 
renewal charges, fees or any other 
charges, except bona fide insurance. 


Extended Terms After Termination 
of Military Service 


During or within six months after 
his period of military service a service- 
man may apply to the court for extended 
terms on any obligation incurred prior 
to his military service. 

On real estate mortgages and con- 
tracts for deed payable in installments, 
a stay of enforcement may be granted 
for the period of military service and 
thereafter for a period equal to the 
military service, subject to payment in 
equal installments during the stay period 
of the principal and interest due and 
unpaid. 

On other obligations the stay may 
be granted for the period of military 
service and thereafter for an equal fur- 
ther period, subject to similar periodic 
installment payments. 
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Adequate Living 


Standard for All 


Stuart Chase Thinks We Will Have the Productive 
Capacity to Attain This Post-War Goal 


MERICA PROBABLY will emerge 

from this war with her productive 

_capacity stepped up to the highest 
levels in history, making it easily pos- 
sible for private enterprise and govern- 
ment enterprise to co-operate in provid- 
ing adequate minimum living standards 
for everybody in the country. 

This is one of the major conclusions 
reached by Stuart Chase in a special 
report to The Twentieth Century Fund, 
Goals for America: A Budget of Our 
Veeds and Resources, which the Fund 
has just issued. 

The noted writer on economic sub- 
jects estimates that in the two years 
from the start of the defense program 
in July, 1940, to July, 1942, the com- 
bined total of government appropria- 
tions of over $12 billion and private 
business appropriations of nearly $3 
billion indicate spendings of $15 billion 
for the sole purpose of enlarging exist- 
ing plants and building new ones. Mr. 
Chase points out that this sum, which 
applies only to factories and equip- 
ment and not to the goods they turn 
out, is fifteen times the plant investment 
of the whole automobile industry in 
1938 and is nearly three-quarters of the 
amount spent on manufacturing plant 
expansion during the entire decade of 
the booming Ninteen-Twenties. 

Reviewing figures on the production 
of electric power, Mr. Chase says, “We 
may end the war with an energy capacity 
half again as great as when we entered 
it.” He lists industries, notably aviation, 
light metals, plastics, plywood and syn- 
thetic rubber that are being expanded 
at rates undreamed of a few years ago; 
and in the basic asset of machine tools 
he says. “Before this war is over we 
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are going to have two or three times as 
many machines to make machines as 
we had when it began.” 

Mr. Chase warns that “the task of 
reconversion to peacetime production 
will be a huge one.” He points out that 
many factories producing purely mili- 
tary goods, such as powder plants, may 
not be needed; that in some lines we 
may have more factories than we shall 
know what to do with; and that chang- 
ing back to peacetime production in- 
volves technical problems of the greatest 
intricacy. Summing up these aspects he 
says, “The net effect of the war on 
American productive capacity, however, 
cannot fail to be staggering.” 

On the question of the proper use 
of this greatly enlarged productive 
capacity, Mr. Chase says, “We in the 
democracies have got to find a perma- 
nent way to full employment, and a 
way to give our citizens a sense of 
function, of belonging to the community. 
In this total war we are achieving both. 
After the war the process must go on.” 

Specifically, Mr. Chase says we must 
provide minimum standards for all our 
citizens in what he calls the “Big Five” 
—food, clothing, housing, education 
and health care. These he regards as 
Goals for America, and after making 
detailed estimates of our national needs 
and our productive resources he says, 
“Our survey, rough as it is, indicates 
that all elements are available in America 
to meet the standards we have suggested 
—and considerably more.” 

To indicate how well we are equipped 
to provide these minimums, Mr. Chase 
summarizes actual production figures 
for 1940. He makes the following esti- 
mates of how much additional man- 
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power (in terms of 1940 when we had 
eight to nine millions unemployed or 
on government work-relief projects) we 
would have needed to produce the mini- 
mums that year: 


To provide adequate clothing, 250,000 
more workers would be needed on a “bare 
essntials” perhaps 1,000,000 on a 
“comfort” 


basis, 
basis. 


To keep the whole nation healthy would 
provide jobs for some 300,000 more dentists, 
doctors, nurses, and perhaps as many more 
for lay personnel in hospitals and clinics. 
Say 600,000 at the outside. 


To provide education for al! children 
through high school, and to enlarge the scope 
of adult education, might call for 500,000 
more teachers and other workers in the 
field of education. 


No additional manpower would be needed 
for food. The crop pattern would have to 
be shifted somewhat. 


To provide adequate shelter, perhaps 
2,000,000 workers would be needed for a 
decade or more, building 1,500,000 units a 
vear. In 1940, 600,000 dwelling units were 
actually constructed. So the increase in the 
labor force would have been something 
over 1,000,000. 


With full employment, full produc- 
tion and minimum living standards fixed 
as central goals, Mr Chase surveys the 
probable future roles of Government 
and private enterprise. “One of the best 
things the war could do for us,” he 
says, “would be to break down perma- 
nently the habit of judging public or 
private enterprise as either all white or 
all black, depending on one’s point of 
view.” 

Mr. Chase foresees great opportuni- 
ties for private enterprise, but warns 
businessmen they must expect a greatly 
changed postwar world. “Every business- 
man in the country should start think- 
ing about it now. He should be asking 
himself how he can co-operate with 
other businessmen to maintain a high 
rate of production—with less overtime 
to be sure—on a high-volume, low-price 
basis, when the war ends. . . . He should 


be thinking about taking his share of 
responsibility for full employment. 

“The trouble with prewar business 
was its lack of responsibility for making 
the economic system work. . . . The 
war is showing us what the economic 
system can do in the way of production 
when everybody takes responsibility— 
businessmen, workingmen. government 
men, professional men, housewives, 
Boy Scouts, everybody. The future of 
American business probably turns on 
holding such an attitude. How far this 
may conflict with earlier theories, and 
with concepts of free enterprise, is a 
question which businessmen must 
squarely face. 

“We are, I think, heading deeper into 
a mixed economy, where Government 
takes the responsibility of over-all plan- 
ning for full employment. but where 
big business, little business, co-opera- 
tive associations, and that vast zone 
of nonprofit enterprise—churches, clubs, 
foundations, universities and the like 
—all share the field. In such an econ- 
omy. citizens should keep their atten- 
tion fixed on ends to be served, and use 
whatever means seem best to achieve 
them.” 

Mr. Chase’s report, Goals for America: 
A Budget of Our Needs and Resources, 
is the second of a series of six special 
reports he is preparing for The Twentieth 
Century Fund under the general title 
WHEN THE WAR ENDS. In comment- 
ing on this undertaking, Evans Clark, 
executive director of the Fund, said, 
“The Fund is making a striking depar- 
ture from its usual research procedure. 
To define and fotus public attention on 
postwar problems, the Trustees of the 
Fund have underwritten an exploration 
of the future by a bold and speculative 
thinker. They have left him entirely 
free to reach his own conclusions. but 
have given him the benefit of Fund 
facilities and consultation with the Fund 
staff and leading authorities in many 
fields. The conclusions are those of 
Mr. Chase, and the Fund takes no 


stand, either for or against them.” 
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Advertising Is Deductible from 
Ineome Tax 


Treasury Department Interpretation of the 
Rule to Be Followed 


The Association of National Advertisers, 
Inc., of New York, has released the follow- 
ing letter of clarification from the Treas- 
ury Department, with the approval of the 
Office of the Commissioner of Internal 
Revenue, explaining the attitude of these 
two departments towards the deductibility 
of advertising expense from income tax. 


HE TREASURY Department and 

the Bureau of Internal Revenue 

fully appreciate the important part 
advertising plays in our national 
economy and there is no intention to 
restrict reasonable and normal adver- 
tising by disallowing it as a deductible 
expense. This was attested to by Secre- 
tary Morgenthau in testifying before 
the Joint Congressional Committee on 
Taxation, when he said: 

“The test of whether expenditures for 
advertising are deductible is whether 
they are ordinary and necessary and 
bear a reasonable relation to the busi- 
ness activities in which the enterprise 
is engaged. This is not intended to 
exclude institutional advertising in 
reasonable amounts or good will adver- 
tising calculated to influence the buy- 
ing habits of the public. If such expen- 
ditures are extravagant and out of pro- 
portion to the size of the company or 
to the amount of its advertising budget 
in the past. or if they are not directed 
to public patronage which might reason- 
ably be expected in the future, such 
payments will be disallowed.” 

The Internal Revenue Bureau is 
charged with the responsibility of col- 
lecting Federal taxes, among which are 
the Income Tax and the Excess Profits 
Tax. It is governed by statute and ex- 
pects full co-operation from the tax- 
payer whereby the government receives 
its full share of taxes. Thus it is the 


duty of the Bureau, particularly in view 
of Excess Profits Tax, to prevent abuses 
and attempts to avoid the high tax 
rate. The Bureau has full power to dis- 
allow unreasonable expenses for tax 
purposes. 


Advertising Costs Up 


The Bureau recognizes that adver- 
tising costs have been forced upward 
by reason of increased space and time 
rates, increased cost of printing, engrav- 
ing, art work and other advertising pro- 
duction costs. In this connection, the 
Bureau suggests that advertisers keep 
their cost records as complete as pos- 
sible. 

The Bureau recognizes that in many 
cases the rationing of gasoline and tire 
restrictions have cut down on the num- 
ber and frequency of calls salesmen can 
make on dealers and that this has 
thrown an added burden on advertising 
since expenditures for direct mail and 
dealer house organs must be increased 
to keep necessary contact with whole- 
salers and dealers. This also affects the 
cost of installation of displays formerly 
handled by salesmen. 

Many advertisers are using a large 
part of their appropriations and, in- 
deed, have increased them, for the pur- 
pose of salvaging materials necessary 
for the war effort. such as fats and 
grease, iron, steel, non-ferrous metals, 
rubber, etc. The Bureau recognizes that 
such advertising efforts. if they bear a 
direct relation to the business carried 
on by the corporations, are essential to 
obtain raw materials and are, therefore. 
a normal business expense. As such they 
will be deductible if made with a rea- 
sonable expectation that the corpora- 
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tion’s business will be benefited by an 
increase in materials essential to its 
operations. The Bureau further recog- 
nizes that such use of advertising is 
normal under abnormal conditions 
which have never before existed. 

Priorities, the cutting off or curtail- 
ing of imports, and new research have 
resulted in some manufacturers bring- 
ing out new products. In other cases 
substitutes have had to be made. In 
these cases, the manufacturer must in- 
form the public and the trade through 
advertising in justice to himself, his 
dealers and the consumer. The Bureau 
does not question this and will take 
into consideration all normal factors 
incident to launching a new product. 
Such expenditures which are reason- 
able in amount, taking into considera- 
tion the facts in each case, will be 
allowed as deductions for Federal in- 
come tax purposes. 

In certain instances, manufacturers, 
in order to keep their dealers in busi- 
ness, have been supplying them with 
alternate products. For example, a 
rubber manufacturer, to aid his dealer 
outlets, has added such items as luggage, 
tools, sports equipment, furniture, etc., 
to replace tires no longer available. The 
Bureau recognizes that such a manu- 
facturer must merchandise these to the 
dealer and the public through adver- 
tising. Expenditures for this purpose 
which are reasonable in amount taking 
into consideration the facts in each 
case will be allowed as deductions for 
Federal income tax purposes. 

Consumer Buying Habits 

Some manufacturers, because of pri- 
orities, must attempt through advertis- 
ing to change buying habits. Curtail- 
ment of the use of metals has meant 
the elimination of many types of con- 
tainers, of small size packages, etc. For 
example, beverage manufacturers, be- 
cause of the shortage of plate for bottle 
caps, must try to educate the public to 
use large instead of small size bottles. 
The Bureau recognizes that this calls 
for advertising expenditures. Such ex- 
penditures, if reasonable in amount 
taking into consideration the facts in 


each case, will be allowed as deductions 
for Federal income tax purposes. 

Many companies are using advertis- 
ing and advertising technique to speed 
the war effort among their own em- 
ployees. So far this has been directed 
at one objective—to convince the shop 
and office worker that he is part of the 
all-out war effort and hence that care- 
lessness and inefficiency, unnecessary 
absences and accidents on the produc- 
tion front are detrimental to the men 
on the fighting front. To accomplish 
this job, posters, banners, house organs, 
local newspaper advertising, direct mail, 
radio, and many other advertising de- 
vices have been used. Undoubtedly, 
many companies will call on advertis- 
ing to do a similar job in furthering the 
sale of war bonds through the payroll- 
deduction plan. 

The Bureau recognizes that the ex- 
pense incident thereto is a justifiable 
one so long as it is reasonable, whether 
that expense is listed as a production 
or selling (advertising) cost. 

Since our war began, certain new 
companies have come into being and 
have invested many thousands of dollars 
in plant equipment for the production 
of war material. As long as the war 
lasts, they will have nothing at all to 
sell the public. Those companies deem 
it but good business practice to adver- 
tise so that when the war ends and they 
turn to peacetime production. the pub- 
lic will be familiar with their names and 
hence their plant investment may be 
protected. The Bureau recognizes that 
advertising by such companies is a 
proper deductible expense so long as 
such expenditures are reasonable. 

As Secretary Morgenthau has said: 
“The test of whether expenditures for 
advertising are deductible is whether 
they . . . bear a reasonable relation to 
the business activities in which the 
enterprise is engaged. . . . If such ex- 
penditures are extravagant and out of 
proportion to the size of the company 

. or if they are not directed to public 
patronage which might reasonably be 
expected in the future, such payments 


will be ‘ disallowed.” 
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SURVEY 


Condensations from Magazines, Reviews, 
Reports, Bulletins, Radio Discussions, 
Advisory Services, Newspapers, etc. 


CONSUMER CREDIT MUST BE PRESERVED 






Consumer Credit, Published by Consumer Banking Institute, Washington, D. C. 


EPRECIATION refuses to wait for 
us to fight a war. While diligent 
conservation may minimize it, 

machinery will wear out and eventual- 
ly be scrapped. As the war continues, 
this depreciation will make steady and 
persistent inroads upon the supply of 
accumulated fat. New replacements are 
already hard to obtain. A long war will 
mean a substantial accumulation of un- 
replaced wear and tear. Consumers will 
have dieted away most of their durable 
goods fat and will be eager to restock. 
All of this merely serves to emphasize 
two reasons why consumer credit, which 
was so vital to our pre-war economy 
and our American way of life, must be 
preserved and utilized under present 
extraordinary conditions. 
- Consumer credit facilities will serve 
a vital purpose in the post-war period. 
Through them consumers can again 
buy the many durable goods which are 
associated with high American stand- 
ards of living. By such purchases, these 
consumer demands, made articulate by 
credit, will constitute a strong anti-de- 
pression influence. After the war con- 







IMITATION to only one bank ac- 
count and rationed bank checks 
for each person may soon be a 
reality in England as the result of a 


BRITISH BANKS FACE NEW RESTRICTIONS 


American Banker 





sumer credit can be useful to a degree 
never heretofore realized. This can be 
handled with present machinery. But 
it underlines the requirement that too 
much of that machinery must not be 
junked in the enthusiasm for credit cur- 
tallment lest we face the post-war period 
with the need for a “machine tooling” 
job that will take months before this 
necessary force can be brought to bear, 
Those will be the months of the press- 
ing demobilization period, the first 
stage of the post-war readjustment, 
months in which credit will be needed 
for human rehabilitation. 

The forces of credit must be brought 
to play in stemming the tide of depre- 
ciation, in helping to make the fat last 
as long as possoble. Repairs and part 
replacements must not be deferred until 
the owner has cash in hand but must 
be predicated upon the principle that 
“a stitch in time saves nine.” Lenders 
and service establishments have not de- 
veloped ths phase to the point which 
conditions warrant but it is a part of 
their wartime duty and they must and 
will do it. 


report which was issued by the Kennet 
Committee on Banking and Insurance 
Manpower. 


Should the committee’s recommenda- 
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tions for economizing manpower be car- 
ried out, the public will not only check 
less often on their accounts, but they 
will also travel further to the banks 
since many branches will be closed. 

The Kennnet Committee’s report is in 
three sections: banking and allied busi- 
nesses, the London Stock Exchange, and 
insurance. 

At the outbreak of war, 110,000 per- 
sons were employed in banking and 
allied businesses. Their are now 100,- 
000 including 7.661 men of miltary age. 
In banks alone 55 per cent of the 66,- 
000 male employees have been drafted 
into military service. They have been 
replaced by older men and women, the 
number of which has been increased 
from 13.265 to 27,463, or 42 per cent 
of the present personnel. 

The clearing and Scottish banks now 
emplov 5.458 men of military age, al- 
most all of whom are over 35 years. The 
committee rejects the idea of further 


amalgamation, but urges that the fol- 
lowing steps should be taken: 

First, the closing of more branches, 
which have already been reduced from 
8.469 to 6,727; secondly, a more com- 
plete adaption of working methods of 
wartime needs (such as fuller use of 
mechanical appliances by working in 
shifts, or night-work, pooling of staffs 
and machines at the large branches, 
centralized bookkeeping, and the exten- 
sion of the use of part-time workers) ; 
thirdly, further reduction in services to 
the public—for example, restricting cus- 
tomers to one branch and a 2:30 p. m. 
closing time throughout the year; and 
finally, a reduction in returns of non- 
essential statistics. 

The committee recommends the re- 
lease of 625 men of military age, and 
that the banks be required to operate 
immediately with 90 per cent of their 
pre-war staffs, and reduce them to 85 
per cent after next March. 


TWENTY QUESTIONS A BANK EMPLOYEE SHOULD 
BE ABLE TO ANSWER 


Bulletin, Idaho Bankers Association 


1. Is a bank permitted to invest in 
listed stocks? 
2. Does the interest paid on a time 


certificate 
initely? 

3. Must a bank require security for 
all loans? 

4. Is there any restriction on a bank 
officer or director in borrowing from 
his own bank? 

5. Do banks generally make extra 
charges for service to a non-depositor? 

6. Is all the revenue from the service 
charges profit to a bank? 

7. Can U. S. War Bonds be used as 
security for a loan? 

8. Is there any restriction as to a bank 
owning real estate other than its own 
bank building? 

9. Are banks required to publish 
statements of condition more than once 
a year? 

10. Do banks pay for state or nation- 
al examinations of their condition? 


of deposit continue indef- 


11. Is a bank permitted to accept its 
own stock as original security for a 
loan? 

12. Is your bank chartered? 

13. Do banks pay operating expenses 
out of deposits? 

14. When a person does business 
with a bank, is the transaction confi- 
dential? 

15. Should a check payable to a cor- 
poration be cashed for, or credited to 
an individual on his personal endorse- 
ment? 

16. What is the present rate of Fed- 
eral tax on safety deposit box rentals? 

17. What is the lowest safety deposit 
box rental in your bank? 

18. Approximately how many depos- 
it accounts are there in your bank? 

19. How many directors are there on 
the board of your bank? 


20. Of the first five billion dollars of 
War Bonds sold, approximately what 
percentage was sold by the banks of 
the United States? 
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VIEWS 


Recent S peeches Given Before National, 
Regional or State Groups — Digested 


or Excerpted for Your Convenience ... 


COGITATIONS OF A COUNTRY BANKER 


By WaLTeR W. Evans 
Cashier, First National Bank of Half-way, Oregon 


HY SHOULD there be any mys- 
tery about banking in the minds 
of the people? A bank is nothing 

more nor less than the storehouse of 
the community cash. The fundamentals 
of banking in any community rest on 
the cash assets of its depositors. The 
prosperity of its community are insep- 
arable, one cannot prosper without the 
other. Everyone knows that if a bank’s 
customers were all borrowers, it would 
soon cease to function. 

The people of Pine Valley, or any 
other community, are never all ready 
for a rain storm at the same time, and 
nature is so constituted that they are 
never sick at the same time. Some folks 
have surplus cash now that they do 
not need to spend until later, and some 
folks need this money now, and can 
repay the loan later. The cashier of a 
bank is simply guardian of this store- 
house, and with a wise discretion, can 
employ the good fortune of some mem- 
bers of the community, to calm the 
misfortune of others without depriving 
any one of their rightful possessions on 
demand. 

It is self-evident that the guardian of 
this storehouse must keep faith with his 
customers by always being prepared to 
make delivery of their property to them 
on demand. The amount of money that 
may be safely loaned to a bank’s cus- 
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tomers depends on the high and low 
water mark of its deposits. If by reason 
of a declining price level, or unfavor- 
able crop season, or some other reason 
of which there are many, it becomes 
evident to the custodian of this store- 
house that the volume of goods left 
in his keeping will dwindle, then the 
wise banker looks ahead to the condi- 
tions under which this prospective loan 
has to be paid, and is governed ac- 
cordingly. 

At the present time this storehouse is 
full-to overflowing, but in days gone by 
this custodian has seen it almost empty. 
When the tide is coming in, each suc- 
cessive wave recedes farther. The wise 
banker is the one who can foretell when 
this change in the tide will take place. 
If debts made during fat years could be 
paid during fat years, and debts made 
during lean years could be paid during 
lean years, no one would get hurt, but 
the trouble is that some fat year debts 
have to be paid out of lean year income. 
Of course there will always be the lucky 
few who put their money on a hundred- 
to-one horse race and win. 

Believe it or not, every marriage. 
death and divorce; every accident of 
good fortune and bad fortune, and 
every wave of scandal breaks into the 
harmony of this storehouse for better 
or for worse. If a banker believed all 
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the gossip of a community he would go 
insane, but he ought to hear it, because 
the truth can often be measured by 
falsehood. Many times when you catch 
this guardian looking out of the window 
into space, apparently doing nothing. 
he is thinking things over. 

When a prospective borrower comes 
to the custodian of this storehouse for a 
loan, he is invariably optimistic about 
his proposition. It should be the duty 
of this custodian to assure himself that 
the goods borrowed can be returned 
before the rightful owner calls for them 
himself. We have often said that the 
cashier of a bank should be able to see 


the hole in the wall behind the picture. 

Banking is a cooperative proposition. 
What would you think of a neighbor who 
always borrowed everything he used, 
and never had anything to loan? Soon- 
er or later he would just naturally wear 
his welcome out.- Many of our farmers 
still remember their experiences during 
the last depression, and still believe 
there is a vast difference between being 
clean and being cleaned. 

Yes, banking is very simple, when 
you think of it in terms of Pork and 
Potatoes, rather than Dollars and Cents. 
— Reprinted by permission from The 
Banker, Portland, Oregon. 


THE IMPORTANCE OF BANK STAFF CONFERENCES 
By KeitH G. Cone 


Assistant Vice-President, Industrial National Bank, Detroit, Mich. 


ET me cite a few reasons why bank 
staff conferences are important to 
the employe himself. 

First of all, it gives him an opportu- 
nity to learn about the job that he is 
doing at the moment. Next, it gives 
him an opportunity to learn more about 
the next job, and while he is doing both 
of these things, he learnrs more about 
the relationship of both these jobs to 
each other and to every other depart- 
ment in that bank, and in the process he 
becomes better acquainted with his 
fellow employes and his officers. Of 
course, this is not accomplished over 
night. It is a continuing process, re- 
quiring time. 

. Next, it acquaints him with the 
fundamental policies of management. 
It makes him feel that he is a part of it. 
that there are no secrets from him, and 
that he is at all times free to discuss 
operating problems and problems of 
policy with his superiors without fear 
of being reprimanded or discouraged. 
It makes him feel that he is an integral 
part of that organization, and that his 
opinions count. That any ideas that 
he may have will receive careful con- 
sideration, and a fitting reward. He 
gradually learns that while he has a 
responsibility to his job and his depart- 
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ment, he has a far grerater responsibil- 
ity to the organization as a whole. He 
begins to think of his bank in a broader 
way. He begins to look at his problem 
from the broader organizational per- 
spective, and thereby becomes more val- 
uable to himself and to his bank. Of 


course, it reduces errors. 


. . . It maintains a higher degree of 


efficiency. It builds a confidence on 
the part of the individual, a confidence 
that will be reflected in his dealings with 
the public, whether he is a contact em- 
ploye or not. It gives him the knowl- 
edge necessary to discuss with the pub- 
lic the questions that come up from day 
to day. He knows that he has been 
equipped by his management to meet 
just such a situation, and he is decidedly 
not embarrassed, but proud to exhibit 
his knowledge. He knows that when 
opportunity for advancement comes, he 
will be considered and that he will be 
ready for it. 

. . . He knows that he is being paid 
a fair salary, commensurate with the 
earnings of the bank, for during the 
course of these bank staff conferences, 
the plain facts have been placed before 
him by the management—why it costs 
so much or so little for this operation, 
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or that operation, and why the profits 
are good or bad, as the case may be; 
why it is necessary to allocate and main- 
tain good reserves, and what the effect 
would be upon him and the whole com- 
munity if any other course were fol- 
lowed. Human beings do respond to 
fair treatment. A systematic, studied 





and well administered series of bank 
staff conferences will do much to im- 
press the employe with the fairness of 
his institution, an attitude that is bound 
to be reflected in the employe’s rela- 


tions with the bank and the public. 
From an address at the AIB Conven- 
tion. 









MORE SAVINGS BANK MORTGAGES ON AMORTIZED BASIS 


By WituiaM R. WHITE 
Former New York Superintendent of Banks 


HILE SIX years ago few savings 
bank mortgages were on an 
amortized basis, by the end of 
1941, 60 per cent of these mortgages 
called for periodic principal reduction. 
This change in policy with respect to 
amortization is perhaps the most con- 
structive development which has oc- 
cured in many years. 

Since 1936 the bond portfolios of 
savings banks increased 400 million 
dollars. Holdings of Goverments more 
than doubled, reaching a total of near- 
ly $2.000,000,000, while the investment 
in rails was cut approximately in half. 
As a result, the yield on bonds declined 
from 3.18 per cent to 2.70 per cent, one 
of the contributing factors to the prob- 
lem of earnings. 

During the six year period the sav- 
ings banks of New York State had 
$974,000,000 net income of which 
$616,000,000 was used to pay dividends 
to depositors, the other $358,000,000 
being used for reserves or charge-offs. 

In other words, depositors recevied 
sonnel must be carried out with the 
the other 37 per cent was used to im- 
prove banks assets with resulting fu- 
ture benefits to depositors. 

Because earinings are so vitally im- 
portant to the whole future of our sav- 
ings banks, it is imperative that the 
highest possible standards of manage- 
ment be maintained. 

The selection and promotion of per- 
sonnel must be carried out with the 
single purpose of achieving the highest 
possible degree of efficiency. Trustees 
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particularly must recognize that the 
direction of savings banking in these 
trying times demands courage and 
talent of a high order. — Excerpts from 
a recent address to the Savings Bank 
Association of New York State. 


A book that provides in one volume 
a Complete Banking Library 


GLENN G. MUNN’S 


ENCYCLOPEDIA 


of Banking and Finance 


An indispensable work of reference for the banker, 
broker, business man or student 





ERE ts a book that contains 865 
pages and over 3500 terms relating 
to money, credit, banking practice, 
history, law, accounting and organiza- 
tion, foreign exchange, trusts invest- 
ments, speculation, markets and broker- 


ge. 

With this convenient volume on your 
desk you are in a position to answer 
any question which may arise pertain- 
ing in any way to banking, investment 
or finance. All market terms and 
operations are carefully described. 

An important feature is the bibli- 
ography given at the end of each term, 
referring the reader to sources of addi- 
tional information on any subject in 
which he is particularly interested. 
Why not examine a copy at your own 
desk at our risk? 


Sent Postpaid for 5 Days’ Free Examination 


—o~ Ue Ti Dae ian oO 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Send me for examination a copy of 
Munn’s Encyclopedia of Banking and 
Finance. Within five days after its 
receipt I will send you the price, $8.50, 
or return the book. 


PTs 6:00:60 9:6 be caesar snctescewesounciens 
(Please print) 

REI a 68.600 44:09 466 tee seereneeevese 

L Clty. cccccccce oe cevcccee State........ 
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Advertising and 
Public Relations 


Digests of Recent Ideas, Campaigns, 
Advertisements, etc. 











Experienced in Wartime Banking 


Past experience in wartime banking 
is emphasized in a recent advertisement 
of the Farmers and Merchants National 
Bank of Los Angeles. Text reads: 

“The exacting demands of wartime 
banking are nothing new to Southern 
California’s oldest banking institution. 

“This bank was established in 1871 
during the reconstruction days follow- 
ing the Civil War. Throughout the 
Spanish-American War in 1898 and the 
World War in 1917, it served faithfully 
the emergency demands of this com- 
munity and the nation. 

“With this rich heritage of experience, 
The Farmers and Merchants today is 
well equipped to meet once again the 
wartime banking problems and needs of 
the government as well as of its own 
customers. 

“Our confidence in the stability of the 
nation and its obligations is best evi- 
denced by our investment portfolio 


which contains United States govern- 
ment securities. 
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“We cordially invite the patronage of 
those who know that a strong conserva- 
tive bank is a sturdy, helpful partner in 
meeting the complex problems of today 
and the years ahead.” 


For Those ‘‘Earning More Today’’ 


In an advertisement directed to those 
who are earning more money than nor- 
mal due to war jobs the Wells Fargo 
Bank & Union Trust Company, San 
Francisco, directs a plea to provide for 
the future. Text reads: 

“You who have good jobs today can 
provide for the future by: 

“1. Investing in War Bonds (keep on 
buying all you can). 

“2. Protecting your family by Life 
Insurance. 

“3. Saving regularly, each payday, 
in a Savings Account or Buy $1000 
Plan. 

“War Bonds and Stamps are avail- 
able at either of our offices—also Sav- 
ing Accounts, Buy $1000 Plan and the 
Pay-Day Premium Plan, a_ practical 


Eye-arresting billboard 
advertising by the Merchants 
National Bank, Mobile, Ala. 











method of saving to meet Life Insur- 
ance premiums. Call, write or phone 
for details.” 


Increasing Checking Account Use 


Not only does national gasoline ra- 
tioning offer the opportunity of getting 
new checking accounts of both the 
analysis and pay-as-you-go types, but it 
also provides a chance to increase the 
use of existing accounts with conse- 
quent increase in service charges. To 
this end the Cleveland Trust Company 
is using an insert with statements and 
cancelled checks which reads: 
“Gasoline rationing makes your Cleve- 
land Trust checking account more use- 
ful. .. . Use your account to pay all bills 
and mail the checks. Deposit-by-mail, 
too. Save time and transportation.” 


Automobiles Today and Yesterday 


In order to emphasize the value of 
organized research in the handling of 
trust funds. a recent advertisement of 
the Fiduciary Trust Company of New 
York gave a list of all of the passenger 
cars that were on the market in 1920 
listing in bold type those that were still 
generally marketed in 1941. Of 137 
makes only 14 survived. The ad also 
listed the American airplanes being 
manufactured in 1941. How many of 
these will survive the next twenty years? 


War-Time Trust Service 


The Security-First National Bank, 
Los Angeles, Calif., has issued an at- 
tractive 2-color leaflet describing its 
special war-time trust service designed 
to meet the needs of those in the armed 
forces and in war industries. Text 
reads: 

“When you are called away for duty 
vou must find someone to manage your 
affairs. Your investments must be made 
and followed and kept in a safe place, 
vour real property maintained, rents, 
coupons and dividends collected, bills 
and taxes paid, and accounts kept. 
Someone must do all the things for you 
that go with property ownership. 

“By means of special plans with reduced 
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Effective win-the-war copy by this 
outstanding Georgia bank. 


fees, we are offering to do these things 
for those leaving on war duty. 

“All our plans are extremely flexible. 
A Special War-Time Trust Service 
Plan can be: 

“(a) discontinued et any time 

“(b) made to serve as a will (thus 
avoiding probate expense) 

“(c) continued for the benefit of your 
heirs (assuring them the same careful 
management you will yourself receive). 

“In any plan, you can retain as much 
or as little control over your property as 
you desire. We will do everything for 
you... or only care for the mechanical 
details. 

“If you have been worried about your 
property or personal affairs in the event 
you should enter the service of your 
country, why not make an appointment 
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with a Trust Advisor and have him 
show you how much we can help. All 
interviews are strictly confidential and 
without obligation to you.” 


Value of a Bank Connection 


The First National Bank of Birming- 
ham, Ala., has been running this Fall a 
series of newspaper advertisements 
pointing out the value of a good bank 
connection to various groups. Special 
copy has been run for teachers, war 
workers, business women, homemakers 
and parents. Text of the homemaker 
ad reads: 


“It’s no easy job being a good home- 
maker—especially in wartime, with high 
living costs and so many war activities 
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engagng the attention of women. Few 
men who work away from home all day 
appreciate the complexity of caring for 
even a small establishment. The good 
homemaker must combine the qualities 
of many different business men. She 
must be a good purchasing agent—able 
to buy economically, and get good 
value. She must be a capable executive 
—able to direct smoothly the manage- 
ment of her home. She must be a good 
manager and keep within her income. 

“A good bank connection is an in- 
valuable aid in all these activities 
First of all a bank account is a big time 
saver. The housewife with a bank ac- 
count sits down and mails out checks 
instead of spending several weary morn- 
ings every month plodding around town 
to pay her bills at the department stores, 
the gas company, the waterworks, the 
telephone and the electric companies. 
She runs no risk of losing a large 
amount of cash if she should misplace 
her purse or have it snatched. If she 
orders something out of town she 
doesn’t have to trudge to the postoffice 
for a money order. She sends a check, 
which is itself a good credit reference. 
And when she has paid her bills, she 
has an accurate record of where the 
money's gone. Her canceled checks are 
good receipts which may be filed con- 
veniently away for ready reference. 
Then, too, her money in the bank is 
safe. If good-sized sums are kept at 
home, it is a temptation in the way of 
workers who come in and it often be- 
comes known to others. Beside her open 
account, the modern housewife also 
keeps a fund in Savings —a little laid 
aside each month from her allowance— 
for those extra calls which are so sure 
to come. 

“Thousands of Birmingham women 
have accounts at this bank. We value 
these and will welcome yours.” 


Distributes National City Letter 
The Morris Plan Bank of Virginia, 
Richmond, Va., is distributing to its 
customers the monthly letter of the Na- 
tional City Bank of New York. The 
back .page is devoted to a full-page 
advertisement of the Morris Plan Bank. 
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BRIEFS 


Items of Interest from Many Sources— 
Condensed for Quick Reading 


Waldow to Head Bank Auditors 


Ottmar A. Waldow, comptroller of 
the National Bank of Detroit, has been 
elected president of the National Asso- 
ciation of Bank Auditors and Comptrol- 
lers to succeed Cecil W. Borton, vice- 
president of the Irving Trust Company 
of New York. Mr. Waldow has been 
an official of the association since Sep- 
tember. 1939. His early business experi- 
ence was obtained in the industrial and 
public utility field and his banking 
career began with the Highland Park 
State Bank of Highland Park, Mich., 
where he served in various departments 
and was elected auditor in 1927. When 
the Highland Park State Bank became a 
member of the Guardian Detroit Union 
Group. Incorporated. he was transferred 
to the Group’s office where he held vari- 
ous accounting titles, including that of 
Comptroller. When the National Bank 
of Detroit was organized in 1933, he 
became its auditor and held that posi- 
tion until January. 1941, when he was 
elected Comptroller, which position he 


now holds. 


Cravens Returns to Cleveland Trust 


Kenton R. Cravens, vice-president of 
the Cleveland Trust Company, in charge 
of the personal loan and finance depart- 
ment, has returned to his bank duties 
after a leave of absence during which 
he served as administrator of the War 
Loans Committee. Federal Reserve 
Board at Washington. Mr. Cravens first 
went to Washington in July, 1941, at the 
request of the Board, to help set up 
Regulation W for the government con- 


trol of consumer credit. He was recalled 
by the Board last March to assist in the 
promulgation and the administration of 
war production financing under Regula- 
tion V for the War Department, the 
Navy Department and the Maritime 
Commission. The entire war production 
financing is now being shifted to the 
banks of the nation by means of this 
regulation and recently the Board an- 
nounced that in the last six months 
1525 loans aggregating $974,430,000 
have been authorized under the Regula- 
tion. In 1939 Mr. Cravens helped organ- 
ize and was elected first president of the 
Bankers Association for Consumer Cred- 
it which later merged with the American 
Bankers Association. He is now chair- 
man of the Consumer Credit Council 


of the A.B.A. 


Manufacturers Open New Office 

The Manufacturers Trust Company. 
New York, has opened its newest office 
at the Northeast corner of Fifth Avenue 


and 57th Street. The banking prem- 
ises, which were formerly occupied by 
the New York Trust Company, have 
undergone considerable interior and ex- 
terior alterations in the last few months. 
The fifteen-story building in which this 
office is housed was purchased by the 
Manufacturers Trust Company last De- 
cember. Francis J. McGrath, vice-presi- 
dent, is in charge of the office. 


Crocker Bank Announces Promotions 

Directors of the Crocker First Nation- 
al Bank of San Francisco have an- 
nounced the promotion of four officers. 
William Pflueger, formerly assistant 
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HENRY R. KINSEY 


Late president, Williamsburgh Sav- 
ings Bank, Brooklyn, N. Y. 


cashier, has been made a vice-president: 
Earl F. Lawrence and Robert V. Walsh 
have been promoted from assistant trust 
officers to trust officers; Francies P. 
Gray has been appointed assistant trust 
officer. 


Death of Henry R. Kinsey 


Henry Robertson Kinsey. president 
and trustee of the W illiamsburgh Sav- 
ings Bank, Brooklyn, died October 13 
after an illness of several months. His 
age was 64. Mr. Kinsey had been asso- 
ciated with his bank since 1900 and was 
also president of the Savings Banks 
Association of the State of New York 
from 1931 to 1935—the only person to 
have held that office for four consecutive 
terms. He was president of the National 
Association of Mutual Savings Banks 
from 1937 to 1939, and was a member 
of the State Banking Board since its in- 
ception in 1932. 

Born in Brooklyn, Mr. Kinsey was 
educated in schools there, took engineer- 
ing courses at Pratt Institute and later 
attended New York University. He be- 
gan working with the Brooklyn Edison 
Company at the age of 17, and subse- 
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quently secured a position with the 
Williamsburgh Savings Bank in -order 
to follow his father’s profession of 
banking. 


Baxter Joins National Bank 


C. Stewart Baxter has been elected 
assistant vice-president and assistant 
trust officer of the National Bank of 
Detroit. A life-long resident of Detroit, 
Mr. Baxter, a graduate of the University 
of Michigan, was admitted to the bar in 
1928. and is at present a partner in the 
law firm of Prescott, Coulter. and Baxter, 


General Motors Arranges V-Loan 


General Motors is completing arrange- 
ments for a $1,000.000.000 
war credit. 

By reason of the fact that General 
Motors eventually will have plant facili- 
ties available to produce war materials at 
a rate of approximately $5,000,000,000 
a year, or twice that of its previous peak 
activities, and accordingly will require 
much larger working capital funds to 

carry inventories and receivables far in 

excess of normal levels, the Corporation 
is arranging credit facilities under a 
bank loan agreement in accordance with 
the provisions of Executive Order No. 
9112 and the ensuing Regulation V of 
the Federal Reserve System. the stated 
objective of which is “to facilitate and 
expedite production for war purposes.” 
This has been done through the coopera- 
tion of the War Department and the Fed- 
eral Reserve Bank of New York. It is 
anticipated that approximately 400 
banks throughout the country, with 
which General Motors have been carry- 
ing accounts, will extend credit under 
the agreement which will run until 
February 28, 1946. 

Borrowings under this credit agree- 
nemt, it was made clear, would not be 
for the purpose of making investments 
in any form of fixed assets. but would 
be made for the purpose of providing 
for increased working capital require- 
ments arising under war production 
contracts in connection with the unusual 
expansion demanded by the Corpora- 
tion’s contribution to the war effort. 
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Should outstanding contracts be term- 
inated, the normal liquidation of inven- 
tories and receivables under these con- 
tracts will automatically provide for the 
liquidation of any indebtedness then out- 
standing, so that the type of financing 
provided by the V-Loan has appeared 
to be the most appropriate means of 
meeting the working capital require- 
ments of the war period. 


Wartime Personnel Conferences 


Wartime personnel conferences are 
being held by the American Bankers 
Association in Federal Reserve districts 
throughout the country. The confer- 
ences are patterned after those held in 
Cleveland, Ohio. in September and in 
Boston. Mass.. in October. At these 
conferences. William Powers, A.B.A. 
Director of Customer and Personnel Re- 
lations. revealed to those in attendance 
the findings of a survey conducted by 
the Association which shows that the 
nation’s banks will have to replace at 
least 100,000 employees who will be 
drafted into the armed forces and into 
defense industries by the end of 1943. 
In addition, panel discussions have been 
conducted at each of these conferences, 
which have been participated in by the 
bankers from the districts where the 
meetings were held. As in Cleveland 
and Boston. the panel discussions at the 
forthcoming meetings will be bank per- 
sonnel officers who have had extensive 
experience in recent months in meet- 
ing and dealing with problems of per- 
sonnel losses. replacements, and new 
employee training that have resulted 
from the war. 


Citizens & Southern Promotions 


H. Lane Young, president of the 
Citizens & Southern National Bank in 
Atlanta. Ga.. has announced the promo- 
tions of four officers of that bank. 

Lewis F. Gordon, public relations 
officer, has been made a vice-president. 


Mr. Gordon has been with the bank 
some ten years and is also vice-president 
of the Financial Advertisers Association. 

Thomas Alvin Moye has been made 
assistant vice-president. He began his 


banking career with the Federal Reserve 
Bank in 1918 and a year later joined the 
Central Bank & Trust Corporation which 
was subsequently merged with the Citi- 
zens & Southern. 

Vann Groover has been made an 
assistant vice-president. He has been 
with the bank since 1923 and an officer 
since 1934. He as a veteran of World 
War I. 

Carlton L. Sharp has been made an 
assistant vice-president. He has been 
with the bank since 1925. Since 1936 he 
has been assistant cashier in charge of 
the personal loan department. 


Cora Blanchard Heads Bank Women 


Miss Cora I. Blanchard. assistant 
treasurer of the Suffolk Savings Bank 
for Seamen and Others, Boston, Mass., 
has been elected president of the Massa- 
chusetts Association of Savings Bank 
Women. : 


Payroll Savings Plans Increase 

The War Savings Staff of the Treasury 
Department has announced that eight 
hundred thousand additional workers in 
September pledged part of their earn- 
ings for the purchase of War Savings 
Bonds through payroll savings plans. 
This brings the total number of partici- 
pants in savings plans up to 19,300,000 
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people employed in private organiza- 
tions and government agencies. 
Payroll savings plans have now been 
introduced in 144,561 private firms 
which employ a total of 23,200,000 peo- 
ple, and nearly 75 per cent of these 
workers are already participating. 


Bankers Magazine Article Points 
the Way 


A news item in the New York Times 
on October 22, 1942 stated in effect that 
the WPB inventory control order was 
first broached last Spring. A reader 
calls our attention to the fact that inven- 
tory control was recommended in THE 
BANKERS MAGAZINE in February, 
1942, in an article entitled “Inflation 
and Related Problems” by Clarence H. 
Haines. 


Myron S. Short Heads NY 
Savings Banks 


Myron S. Short. executive vice-presi- 
dent of the Buffalo Savings Bank, Buf- 
falo, N. Y. has been elected president of 
the Savings Bank Association of the 
State of New York succeeding Henry 
Bruere, president of the Bowery Savings 
Bank, New York. Mr. Short, a native 
Buffalonian, was born in that city in 
1887, was admitted to the bar in March, 
1909, became assistant attorney of the 
Buffalo Savings Bank in 1921 and one 
of its trustees in 1930. He became active- 
ly associated with the bank in the office 
of secretary in 1934 and through subse- 
quent promotions became vice-president 
early this fall. 


Bank of Montreal has 125th Birthday 


On November 3, the Bank of Mon- 
treal, Canada’s oldest banking institu- 
tion, observed the completion of a cen- 
tury and a quarter of continuous and 
successful operation. 

Founded on November 3, 1817, half 
a century before Canadian Confedera- 
tion, at a time when Canada was but 
a few scattered, sparsely-settled colo- 
nies, the bank gave the Canadian people 
their first organized system of finance. 
It was responsible for the issue of the 
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country’s first real money, and it estab- 
lished Canada’s branch banking system 
—a financial system which has for many 
years received international praise for 
its stability and elasticity, particularly 
during the trying times of the last 
decade. 

Today the bank has more than 450 
branches throughout Canada and New- 
foundland and its own offices in London, 
New York, Chicago and San Francisco. 
Its record resources of over $1,100.000,- 
000 and capital and reserves in excess of 
$76,000,000 today stand in sharp con- 
trast to its figures of a century and a 
quarter ago, when the bank began busi- 
ness with a capital of $350,000. 


Shawmut Opens ‘‘Drive-In’’ Bank 


The new Kenmore Square “Drive-in” 
branch of the National Shawmut Bank 
of Boston, Mass., is now open. Two 
specially constructed “Drive-In” tellers’ 
windows are located on the outside of 
the building to enable motorists to make 
deposits and cash checks without leaving 
their cars. Ample parking space for 
bank customers has also been provided 
for those wishing to enter the branch to 
obtain other banking services. 


Issues Federal Tax Pamphlet 


The Manufacturers Trust Company, 
New York, is distributing a pamphlet, 
“The Revenue Act of 1942” which con- 
tains the text of the bill which became 
law by the signature of the President on 
October 21, 1942, with an explanation of 
the various provisions. as well as charts 
and tables showing the application of 
the new rates. 


Upgren Joins Minneapolis Federal 
Reserve 


John N. Peyton, president of the Fed- 
eral Reserve Bank of Minneapolis, has 
announced the appointment of Arthur 
R. Upgren as vice-president of the bank. 
Dr. Upgren is a University of Minnesota 
economist and nationally recognized 
authority on economic and _ financial 
research. 

“His election by the bank's board of 
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directors will place him in direct charge 
of a new program being undertaken by 
the bank for expanding all phases of the 
institution’s research work regarding 
present and long-term problems of busi- 
ness, agriculture and finance in the 
Northwest,” Mr. Peyton said. 


William R. White Joins Guaranty 


William R. White has been appointed 
a vice-president of the Guaranty Trust 
Company of New York, following his 
resignation as Superintendent of Banks 
of the State of New York. He will serve 
as a general banking officer for the area 
that includes New York State, New 
Jersey, Delaware, Maryland and the 
District of Columbia. 

On August 11, 1930, Mr. White was 
appointed Assistant Counsel in the State 
Banking Department by former Super- 
intendent of Banks Joseph A. Broderick. 
Four years later he was made Deputy 
Superintendent and Counsel and in Jan- 
uary, 1936, he was appointed Superin- 
tendent of Banks by Governor Herbert 
H. Lehman. At the time he was 32 years 
of age, the youngest Superintendent of 


Banks ever appointed in New York. 


State. Now at the age of 39 he has served 
as Superintendent six years and ten 
months, with one exception, the longest 
period ever served by any Superin- 
tendent in the ninety-one year history 
of the Department. 


A.B.A. Issues Accounts Receivable 
Manual 


The Bank Management Commission 
of the American Bankers Association 
has issued a new Commercial Bank Man- 
agement Booklet, Number 25, outlining 
the credit requirements and operating 
procedure involved in lending on ac- 
counts receivable. 

The manual, which is designed to 
assist banks in expanding their credit 
service to include loans against open 
accounts receivable, discusses the oper- 
ations in this field of credit under fifteen 
headings. They are notification and non- 
notification plans, examination of appli- 
cation, determining amount of loan, 
rates, forms, appraisal of the borrower, 
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procedure for the borrower, credit 
approvals, internal operations report of 
collections, verification of accounts, 
audits of the borrower’s books and 
records, service charges, hazards and the 
desirability of a special department. 

The manual also contains the follow- 
ing forms: agreement relating to the 
assignment and pledge of accounts re- 
ceivable, corporate borrowing resolu- 
tions, collateral note, assignment of ac- 
counts receivable, schedule of pledged 
accounts, statement of charges, in- 
dividual ledger card, control-individual 
ledgers cards, remitance schedule, and 
subsidiary ledger of individual trade 
debtors. 


Savings Division Has Anniversary 


The Savings Division of the American 
Bankers Association has issued a booklet 
in recognition of the completion of forty 
years of service to its membership. The 
booklet contains pictures of the past 
presidents and articles by W. Espey 
Albig, deputy manager of the A.B.A. 
and Paul F. Cadman, economist of the 
association. 


War Savings Staff Wants Ideas 


As the Treasury Department's special 
six weeks’ War Bond Payroll Savings 
Campaign progresses from November 
15th to New Year’s Day, the War Sav- 
ings Staff is anxious to secure as many 
ideas as possible on how different com- 
panies are planning to put across their 
individual drives for 10 per cent of 
payroll. 

These ideas in turn will be passed on 
to other compaines to aid them in reach- 
ing the mutual objective before New 
Year’s Day. 

The continued success of the War 
Savings Campaign depends on the Pay- 
roll Savings Plan, which has proved the 
most effective means of insuring the 
systematic purchase of War Bonds by 
millions of workers. Consequently, 
the War Savings Staff is trying to com- 
plete the job of signing up every wage 
earner for 10 per cent through Payroll 
Savings Plan not later than the first day 
of 1943. 
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Help the national campaign, first by 
putting over the drive in your own com- 
pany. and then by telling the War Sav- 
ings Staff how you did it. Send this vital 
information to Payroll Savings Division, 
War Savings Staff, Treasury Depart- 
ment, 709 12th Street, N. W., Washing- 
ton, D.C. 


Manufacturers Promotes Wottrich 


Wilfred Wottrich, who has been a 
trust officer of the Manufacturers Trust 
Company, New York, for the last ten 
years, has been elected a vice-president 
and placed in charge of the bank’s Per- 
sonal Trust Department. He succeeds 
Elliott Debevoise. vice-president, who is 
now stationed at the bank’s office at 
Fifth Avenue and 43rd Street. 

Mr. Wottrich has been with the Manu- 
facturers Trust Company and its pre- 
decessor banks for the past eighteen 
years. He is a director of several corpo- 
rations. including the Yankee Baseball 
Club. During 1930 and 1931 he was 
chairman of the Bank Management 
Conference of New York. 


F.A.A. Elects 


Balloting by mail, for the first time 
in its 27 year history, members of the 
Financial Advertisers Association now 
“attending” a convention-by-mail, elect- 
ed officers for the coming year as fol- 
lows: President, L. E. Towsend, assistant 
vice-president, Bank of America, San 
Francisco; Ist vice-president, Lewis F. 
Gordon, assistant vice-president, Citizens 
and Southern National Bank, Atlanta, 
Ga.: 2nd_ vice-president, J. Lewell 
Lafferty, vice-president, Fort Worth 
National Bank, Fort Worth, Texas. It 
is the custom of the association to move 
its vice presidents up each year. The 
office to be filled by a newcomer to the 
oficial family is 3rd_ vice-president. 
Dale Brown, assistant vice-president. 
National City Bank, Cleveland, Ohio, 
was elected to that office. Fred W. 
Mathison, assistant vice-president, Na- 
tional Security Bank of Chicago, was 
re-elected treasurer. 

In the same election, members were 
chosen for the board of directors. The 
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new board includes: Merrill Anderson, 
Merrill Anderson Co., New York, N. Y.; 
Philip K. Barker, Granite Trust Co., 
Quincy, Mass.; Leland C. Barry, Union 
Trust Co., Pittsburgh, Pa.; Victor Cul- 
lin, Mississippi Valley Trust Co., St. 
Louis, Mo.; John deLaittre, Farmers & 
Mechanics Savings Bank, Minneapolis, 
Minn.; Swayne P. Goodenough, Lin- 
coln-Alliance Bank & Trust Co., Roches- 
ter, N. Y.: Robert Lindquist, American 
National Bank & Trust Co., Chicago, 
Ill.; Thoburn Mills, The National City 
Bank, Cleveland, Ohio; Dudley L. Par- 
sons, The New York Trust Co., New 
York, N. Y.; E. A. Pierce, Merrill Lynch, 
Pierce, Fenner & Beane, New York, 
N. Y.; Julius J. Spindler, Farmers & 
Merchants Bank, Highland, IIl.; G. 
Lorne Spry, The Canada Trust Co., Lon- 
don, Ont., Canada; E. P. Taliaferro, 
First National Bank, Tampa, Fila.; 
George Wilshire, First National Bank & 
Trust Co., New Haven Conn.; K. Wins- 
low, Jr., Seattle Trust & Savings Bank, 
Seattle, Wash.; Miss M. M. Woltjen, 
Mutual Bank & Trust Co., St. Louis, Mo. 

Preston E. Reed, who presides at the 
association office at 231 South La Salle 
Street, Chicago, Illinois, was re-elected 
executive vice-president. Senior Advis- 
ory council of the association will be 
named by the board of directors from 
a slate submitted by the nominating 
committee. 


N.Y. Trust Appoints New Trust 
Officers 


Following the meeting of the board 
of trustees of the New York Trust Com- 
pany, November 4, John E. Bierwirth, 
president, announced the appointments 
of Granger Costikyan and James H. M. 
Ewart as assistant trust officers of the 
company. 

Mr. Costikyan is a graduate of Yale, 
1929, and has been connected with the 
company for thirteen years and is in 
charge of the investment service depart- 
ment. 

Mr. Ewart is also a graduate of Yale. 
1924, and Yale Law School, 1927. His 
association with the company began in 
1931 and he has specialized in trust 
administration. 


BANKERS MAGAZINE for November, 1942 





W. Espey Albig To Retire 


W. Espey Albig, deputy manager of 
the American Bankers Association in 
charge of its Savings Division, will re- 
tire at the end of this year, it was re- 
cently announced. 

Mr. Albig has been associated with 
the American Bankers Association for 
the past eighteen years, having joined 
it as deputy manager and secretary 
of its Savings Division in 1924. He has 
now reached the age for retirement pre- 
scribed by the Association’s retirement 
system. 


Richmond Eliminates 7 Holidays 
for Duration 


For the duration banks of Richmond. 
Va., have voted to eliminate seven of 
the holidays they customarily observed, 
and instead to close for business only on 
those holidays generally observed by 
other types of business and industry. 

The holidays eliminated for the dura- 
tion are Robert E. Lee’s Birthday, Janu- 
ary 19; George Washington’s Birthday, 
February 22; Thomas Jefferson’s Birth- 
day. April 13; Jefferson Davis’s Birth- 


day. June 3; Columbus Day, October 12; 
the first Tuesday after the first Monday 
in November, Election Day, and Armis- 
tice Day, November 11. 


Evan Randoiph 


Evan Randolph, president and direc- 
tor of the Philadelphia National Bank, 
Philadelphia, has been elected a direc 
tor of the Provident Mutual Life In- 
surance Company of Philadelphia to 
complete the unexpired term of Joseph 
Wayne, Jr., deceased. 

Mr. Randolph is a director of the 
Brewster Aeronautical Corporation and 
the Midvale Company. He is a gradu- 
ate of Harvard University. 


New York Trust Promotions 


Following a meeting of the board of 
trustees of The New York Trust Com- 
pany recently, John E. Bierwirth, presi- 
dent. announced the appointments of 
Frank M. Aukamp and Harvey A. 


Basham. Jr., as assistant secretaries. 


Both are associated with the company’s 
corporate trust division. 

Mr. Aukamp has been with The New 
York Trust Company for twenty-six 
years. He is a graduate of Ridgewood 
High School, Ridgewood, N. j., and 
resides in Rockville Center, N. Y. Mr. 
Basham has been employed by the bank 
for fourteen years. He is a graduate 
of Yale University in the Class of 1928 
and resides in New York City. 


New Central Hanover Trustees 
William A. Eldridge and Jonn k. 


Olyphant, Jr., vice-presidents of Central 
Hanover Bank and Trust Company, New 
York, have been elected members of the 
Board of Trustees. 

Mr. Eldridge, who was born in Great 
Neck, N. Y., in 1900, entered the employ 
of the bank in 1921. After serving in 
various capacities he became a_ vice- 
president of the company in 1930 and 
is now the head of the personal trust 
department. During the first World 
War. he served in the United States Ma- 
rine Corps. Mr. Eldridge is a graduate 
of Harvard. 

Mr. Olyphant was born in New York 
in 1895. He graduated from Harvard 
in 1918 and has been in the banking 
field ever since. He joined the staff of 
Central Hanover in 1930 and is now the 
head of the banking departments of the 
company. 


Disposing of Bank Records 
Aids War Effort 


New problems arising out of the war. 
including the conservation of space and 
the salvage of waste paper. has brought 
renewed attention by banks to the mat- 
ter of disposal of their old records. 
As a consequence, the Chicago Bank 
Auditors Conference reports a height- 
ened interest in its publication, “Mini- 
mum Retainment Periods for Bank Rec- 
ords,”” necessitating a second printing. 
copies of which are now available. This 
comprehensive guide for banks was pre- 
pared by a special committee of the 
Chicago group and has had the endorse- 
ment of many authorities throughout 
the nation. It lists the minimum retain- 
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ment periods recommended for 177 
types of bank records, which are classi- 
fied according to administrative divi- 
sions supplemented by an alphabetical 
index. It covers a large part of the 
records and documents usually stored 
in bank archives and is intended as a 
standard procedure for banks to follow, 
especially where there is a scarcity of 
space and when there is doubt as to 
whether or not certain records should 
be retained. 

One of the most striking facts shown 
by the study is that many records which 
bankers have previously thought should 
be kept permanently can be disposed 
of in one to five years. The findings 
reveal that those records which must 
be retained permanently are far in the 
minority. 

The committee is making its study 
available to banks all over the country 
as a contribution to better banking op- 
erations and standardized practices. 
Copies may be obtained from R. Osten- 
gaard, comptroller-auditor of The Live 
Stock National Bank of Chicago, Chi- 
cago, Illinois, who is also serving this 
year as president of the Chicago Bank 
Auditors Conference. [Fifty cents per 
copy is charged to cover cost of pro- 
duction and printing. 


N. Y¥.. U. to Hold Tax Institute 


New York University will sponsor an 
Institute on Federal Taxation from Nov- 
ember 30 to December 11 to meet the 
needs of attorneys, accountants, cor- 
porate officials and trust officers whose 
work is largely concerned with tax mat- 
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ters, it has been announced by Paul A, 
McGhee, acting director of the Division 
of General Education. ‘ 
Scheduled to meet for the ten-day ses- 
sion after the details of the new Fed- 7 
eral tax law have been completed by | 
Congress, the Tax Institute program | 
will be conducted by a Committee com- © 
posed of J. K. Lasser, tax authority and 7 
lecturer in the Division of General Ed- 7 
ucation; Dr. Rufus D. Smith, provost — 
of New York University; Harry J. Ru- 
dick, lecturer on taxation at the Univer- 7 
sity’s School of Law, and Paul Studen- ~ 
ski, professor of economics in the Uni- 
versitys School of Commerce, Ac- 
counts, and Finance. : 
Sessions will be held afternoons dur- — 
ing the ten-day period, leaving the 
mornings free for members to attend 
to personal and business matters during 
their stay in the city. Thirty nationally 
known authorities on Federal tax mat- 
ters have accepted invitations to be- 
come discussion leaders and lecturers. 
Following the afternoon sessions, which 
will be devoted to formal presentations 
of special topics, the group will meet 
for dinner and informal discussion. 
Representatives of the Treasury Depart- 
ment are expected to attend the sessions 
to discuss current thinking of the 
Treasury on various technical matters. 


Convention Dates 


Owing to war conditions, conventions are 
subject to change and cancellation. 
November 24—Wartime Personnel Con- 

ference, Federal Reserve District No. 
11, Hotel Adolphus, Dallas, Tex. 

December 7-8—Central States Conference 
on Banking Problems, Palmer House, 
Chicago, II. 

December 8 — Wartime Personnel Con- 
ference, Federal Reserve District No. 3, 
Bellevue Stratford Hotel, Philadelphia, 
Pa. 

December 9-10—Study Conference, 
gan, Michigan Union, Ann 
Mich. 

December 10—Wartime Personnel Con- 
ference, Federal Reserve District No. 
2, Federal Reserve Bank, New York, 
i 2 

February 9-11 — Mid-Winter Trust Con- 
ference, Waldorf-Astoria, New York, 
N.Y. 


Michi- 
Arbor, 


THE BANKERS MAGAZINE for November, 1942 











